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Letter of Transmittal 


Federal Communications Commission 
Washington, DC 20554 


To the Congress of the United States 


We submit for your consideration the 63rd Annual Report of the Federal Communi- 
cations Commission for fiscal year 1997. It includes information required by the 
Communications Act of 1934, as amended, and the Communications Satellite Act of 
1962. 


The report contains a comprehensive review of key events in the Commission's areas 
of regulatory concern: broadcasting, cable television, common carrier, international 
communications, wireless telecommunications, spectrum management, and frequency 
allocations. 


It also covers major administrative matters, engineering, legal and legislative activi- 
ties. 


Respectfully, 


Reed E. Hundt 
Chairman 


For sale by the U.S. Government Printing Office 
Superintendent of Documents, Mail Stop: SSOP, Washington, D. C. 20402-9328 
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Commissioners 


Reed E. Hundt (Democrat) 


Chairman 


Nominated to the Commission to serve as Chairman by 
President Clinton; confirmed by the Senate November 19, 
1993; sworn in November 29, 1993; term ends June 30, 
1998. 


Prior to coming to the Commission Chairman Hundt was a 
senior partner in the Washington DC, office of Latham 
& Watkins, a national and international law firm, where his 
practice included representation on state, federal and inter- 
national communication issues including local exchange 
telephone, long distance, international fiber optic, cable tele- 
vision alternatives and satellite, and First Amendment work. 


He also has handled pro bono matters for the United States 
Court of Appeals for the Fourth Circuit, the NAACP Legal 
Defense Fund, the Lawyers Committee for Civil Rights, 
Conservation International and the D.C. Preservation 
League. He served as a law clerk to the late Chief Judge 
Harrison L.Winter of the United States Court of Appeals 
for the Fourth Circuit. Hundt was a senior advisor to the 
Clinton for President campaign and a senior advisor and 
member of the Economic Council for the Presidential Tran- 
sition Team. In addition, he has advised Vice President 
Gore on economic issues since 1984. 


Born in Ann Arbor, MI, March 3, 1948, Hundt received 
a B.A., magna cum laude, with an exceptional distinction 
in history, from Yale College in 1969 and a J.D. from Yale 
Law School in 1974. Chairman Hundt belongs to the Dis- 
trict of Columbia, Maryland and California Bars. 


uello (Democrat 


James H. 


Nominated to the Commission by President Nixon; con- 
firmed by the Senate April 23, 1974; sworn in April 30, 
1974. Reappointed by President Reagan in 1981 and again 
in 1984 for a third term; confirmed by the Senate June 15, 
1984; sworn in July 26, 1984; Commissioner Quello was 
reappointed by President Bush in 1991 for a fourth term; 
confirmed by the Senate June 25, 1991; sworn in July 12, 
1991; term ended June 30, 1996; continues to serve since 
no replacement has been confirmed. 


Commissioner Quello served as Interim Chairman Febru- 
ary 5, 1993, to November 29, 1993. He rose from position 
of Promotion Manager (1960) of radio station WJR, De- 
troit, to Vice President, General Manager (1974); retired 
as Vice President of Capital Cities Broadcasting Corpora- 
tion (1972). Detroit Housing and Urban Renewal Com- 
missioner (1951-73); trustee, Michigan Veterans Trust Fund 
(1951-74). 


Member of Governor’s Special Study Commission on Ur- 
ban Problems; Governor’s Special Study Committee on Leg- 
islative Compensation; Assistant National Public Relations 
Chairman, Veterans of Foreign Wars; TV-radio Chairman, 
United Foundation; Executive Board Member, Boy Scouts 
of America; and board member, American Negro Emanci- 
pation Centennial. 


Born in Laurium, MI, April 21, 1914, he holds a B.A. de- 
gree from Michigan State University (1935). He has been 
awarded an honorary doctorate of public service from 
Northern Michigan University (1975); distinguished alumni 
award and honorary doctorate of humanities from Michi- 
gan State University (1974 and 1977). 
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Commissioners 


Susan Ness (Democrat) 


Rachelle B. Chong (Republican) 


Nominated to the Commission by President Clinton on April 
14, 1994; confirmed by the Senate on May 19, 1994. Ness 
fills the seat vacated by the Honorable Ervin Duggan. Term 
ends June 30, 1999. 


As a communications attorney, she has served as a senior lender 
and group head in the Communications Industries Division 
of the American Security Bank, a regional financial institution 
based in Washington, DC. 


Served as Assistant Counsel to the House Committee on 
Banking, Currency and Housing. Later, founded and directed 
the Judicial Appointments Project of the National Women’s 

Political Caucus. Served as vice chair of the Montgomery 
County Task Force on Community Access Television and was 
president of the Montgomery County Commission for Women. 


She holds a B.A. from Douglass College (Rutgers University), 
a Masters in Business Administration from the Wharton School 
at the University of Pennsylvania and a J.D., cum laude, from 
Boston College Law School. 


Nominated to the Commission by President Clinton to fill 
the vacancy left by the Honorable Sherrie Marshall. The 
term began on July 1, 1992, and ends on June 30, 1997; 
confirmed by the Senate on May 19, 1994; sworn in on 
May 23, 1994. She is the first Asian-American to serve on 
the Commission. 


Formerly a partner in the international law firm of Graham 
& James. Practiced telecommunications law before the 
California Public Utilities Commission on behalf of cellu- 
lar telephone carriers, radio common carriers and develop- 
ers of innovative telecommunications devices. 


Practiced communications law from 1984-1986 with the 
now-defunct Washington, D.C. law firm of Kadison, 
Pfaelzer, Woodard, Quinn & Rossi. She is a founding mem- 
ber of Women in Telecommunications in Northern Califor- 
nia and a member of the governing Committee of the ABA 
Forum Committee on Communications. A Phi Beta Kappa 
scholar, she holds dual B.A. degrees in Journalism and Po- 
litical Science from the University of California at Berke- 
ley (1981) and a J.D. from Hastings College of Law (1984). 
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Commissioners Hom 1934 to Present 


Commissioner Party Affiliation State Term of Service 
Eugene O. Sykes Democrat Mississippi July 11,1934 to Apr. 5, 1939 
CUIDA. rede SOR ERA AOI oM p E ye e n E b pee ad scsha a EFRON UB CARES July 44, 1934 to Mar. 8, 1935 
Thad H. Brown Republican Ohio July 11, 1934 to June 30, 1940 
Paul A. Walker Democrat Oklahoma July 11, 1934 to June 30, 1953 
ACHING BT TUE R———— Á—À Nov. 3, 1947 to Dec. 28, 1947 
CROIN MERE m RENE Feb, 26, 1952 to Apr. 17, 1953 
Norman Case Republican Rhode Island July 11, 1934 to June 30, 1945 
Irvin Stewart Democrat Texas July 11, 1934 to June 30, 1937 
George Henry Payne Republican New York July 11, 1934 to June 30, 1943 
Hampson Gary Democrat Texas July 11, 1934 to Jan. 1, 1935 
Anning S. Prall Democrat New York Jan. 17, 1935 to July 23, 1937 
CRUIMON Cc rictu Rave EOS HE pe EZ abbas Mar. 9, 1935 to July 23, 1937 
T. A. M. Craven Democrat District of Columbia Aug. 25, 1937 to June 30, 1944 
Virginia July 2, 1956 to Mar. 25, 1963 
Frank McNinch Democrat North Carolina Oct. 1, 1937 to Aug. 31, 1939 
CRATING Aen tesa t alee abe EN Oe Pp eie rp hast Oct. 1, 1937 to Aug. 31, 1939 
Frederic I. Thompson Democrat Alabama Apr. 13, 1939 to June 30, 1941 
James Lawrence Fly Democrat Texas Sept. 1, 1939 to Nov. 13, 1944 
ChA ir e eres epe odis RU LE AAA perpe d E o E CUR VERON UO bed gs webb D dee t Sept. 1,1939 to Nov. 13, 1944 
Ray C. Wakefield Republican California Mar.22, 1941 to June 30, 1947 
Clifford J. Durr Democrat Alabama Nov. 1, 1941 to June 30, 1948 
Ewell K. Jett Independent Maryland Feb. 15, 1944 to Dec. 31, 1947 
Interim; CRNAN PP REV UGG RISE ATI T OE Ted 0d aA EAE aaa tan aA tao Nov. 16, 1944 to Dec. 20, 1944 
Paul A. Porter Democrat Kentucky Dec. 21, 1944 to Feb. 25, 1946 
Chatman Ie Ld RA areca iat pence LH Ore cee cou doar aa echt wetness Dec. 21, 1944 to Feb. 25, 1946 
Charles R. Denny Democrat District of Columbia Mar.30,1945 to Oct.31,1947 
EDUPAOME———————— — Feb, 26, 1946 to Dec. 3, 1946 
CE UTILI chk TEE E EEE SPE A Tiana Dec. 4, 1946 to Oct. 31, 1947 
William H. Willis Republican Vermont July 23, 1945 to Mar. 6, 1946 
Rosel H. Hyde Republican Idaho Apr. 17, 1946 to Oct. 31, 1969 
CVU INI sa davies —X—————————À Apr. 18, 1953 to Apr. 18, 1954 
EILEEN —— € Apr. 19, 1954 to Oct. 3, 1954 
EI PM IM ———— M May 1, 1966 to June 26, 1966 
CHENG esce oTo ARONA TAO REO O d ret derat ro dae bendi June 27, 1966 to Oct. 31, 1969 
Edward M. Webster Independent District of Columbia Apr. 10, 1947 to June 30, 1956 
Robert F .Jones Republican Ohio Sept. 5, 1947 to Sept. 19, 1952 
Wayne Coy Democrat Indiana Dec. 29, 1947 to Feb. 21, 1952 
ChAT AM Ed t va teo eee pt toss E A Dec. 29, 1947 to Feb. 21, 1952 
George E. Sterling Republican Maine Jan. 2,1948 to Sept. 30,1954 
Frieda B. Hennock Democrat New York July 6, 1948 to June 30, 1955 
Robert T. Bartley Democrat Texas Mar. 6, 1952 to June 30, 1972 
Eugene H. Merrill Democrat Utah Oct. 6, 1952 to Apr. 15, 1953 
John C. Doerfer Republican Wisconsin Apr. 15, 1953 to Mar. 10, 1960 
OAT ALLL ierit ire n pU RP POR BEIDE er PHP T LEN ER IER July 1, 1957 to Mar. 10, 1960 
Robert E. Lee Republican Illinois Oct. 6, 1953 to June 30, 1981 
Viteri CHAT as Eg teh esie He ale A ais Ele acest tats Feb 5, 1981 to Apr. 12, 1981 
CUCINA ssh EEE RSE EAEAN Ó——— demented Apr. 13, 1981 to May 18,1981 
George C. McConnaughey Republican Ohio Oct. 4, 1954 to June 30, 1957 
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Commissioners From 1934 to Present 


Commissioner 
Frederick W. Ford 


[O7 LER 


John S. Cross 
Charles H. King 
Newton N. Minow 


CHIT ING EE 


E. William Henry 


[6/7 LLL 


Kenneth A. Cox 
Lee Loevinger 
James J. Wadsworth 
Nicholas Johnson 
H. Rex Lee 

Dean Burch 


GL EOE eT TR PTE AS TET TET PPR oR TUTE Poe OENAR E CONESA DEE EE Eas SST rey STE 


Robert Wells 

Thomas J. Houser 
Charlotte T. Reid 
Richard E. Wiley 


CRIT UII caddis E—— —— S bs 


Benjamin L. Hooks 
James H. Quello 


Chatrin: iiitsisiiiii iiidid TOM 


Glen O. Robinson 
Abbott M. Washburn 
Joseph R. Fogarty 
Margita E. White 
Charles D. Ferris 


VESIA AOTAN IEE AE A T A OE E T, 


Tyrone Brown 
Anne P. Jones 
Mark S. Fowler 


OO RETE 


Mimi Weyforth Dawson 


Henry M. Rivera 
Stephen A. Sharp 
Dennis R. Patrick 


[G7 LLL 


Patricia Diaz Dennis 
Alfred C. Sikes 


CRATE EE 


Sherrie P. Marshall 
Andrew C. Barrett 
Ervin S. Duggan 
Reed E. Hundt 


Charman o RR M i ee Fe CNA aCe RE ERR AE 


Susan Ness 
Rachelle B. Chong 


Party Affiliation State 


Republican 


Democrat 
Republican 
Democrat 


Democrat 
Democrat 
Republican, 
Democrat 
Democrat 
Republican 


Republican 
Republican 
Republican 
Republican 


Democrat 
Democrat 


Democrat 
Republican 
Democrat 
Republican 
Democrat 


Democrat 
Republican 
Republican 


Republican 
Democrat 

Republican 
Republican 


Democrat 
Republican 


Republican 
Republican 
Democrat 
Democrat 


Democrat 
Republican 


West Virginia 


Arkansas 
Michigan 
Illinois 


Washington 
Minnesota 

New York 

Iowa 

District of Columbia 
Arizona 


Illinois 
Illinois 
Illinois 


Tennessee 
Michigan 


Minnesota 
Minnesota 
Rhode Island 
Sweden 
Massachusetts 


Virginia 
Massachusetts 
Canada 


Missouri 
New Mexico 
Ohio 
California 


New Mexico 
Missouri 


Florida 
Illinois 
Georgia 
Maryland 


New Jersey 
California 


Term of Service 


Aug.29,1957 to Dec.31, 1964 
Mar, 15, 1960 to Mar. 1, 1961 

May 23, 1958 to Sept. 30, 1962 
July 19, 1960 to Mar. 2, 1961 
Mar. 2, 1961 to June 1, 1963 
Mar. 2, 1961 to June 1, 1963 

Oct. 2,1962 to May 1, 1966 
June 2, 1963 to May 1, 1966 

Mar. 26, 1963 to Aug. 31, 1970 
June 11, 1963 to June 30, 1968 
May 5,1965 to Oct.31,1969 
July 1, 1966 to Dec. 5, 1973 
Oct. 28, 1968 to Dec. 31, 1973 
Oct. 31, 1969 to Mar. 8, 1974 
Oct. 31, 1969 to Mar. 8, 1974 

Nov. 6, 1969 to Nov. 1, 1971 
Jan. 6, 1971 to Oct. 5, 1971 
Oct. 8, 1971 to July 1, 1976 
Jan. 5, 1972 to Oct. 13, 1977 
Mar. 8, 1974 to Oct. 13, 1977 

July 5, 1972 to July 25, 1977 
Apr. 30, 1974 

Feb, 5, 1993 to Nov 28, 1993 

July 10, 1974 to Aug. 30, 1976 
July 10,1974 to Oct. 1, 1982 
Sept.17,1976 to June 30, 1983 
Sept. 23,1976 to Feb. 28, 1979 
Oct.17, 1977 to Apr. 10, 1981 
Oct. 17, 1977 to Feb. 4, 1981 

Nov. 15, 1977 to Jan. 31, 1981 
Apr. 7, 1979 to May 31, 1983 
May 18, 1981 to Apr. 17, 1987 
May 18, 1981 to Apr. 17, 1987 

July 6, 1981 to Dec. 3, 1987 
Aug. 10, 1981 to Sept. 15, 1985 
Oct. 4, 1982 to June 30, 1983 
Dec. 2,1983 to Apr. 17, 1987 
Apr. 18, 1987 to Aug. 7, 1989 

June 25, 1986 to Sept.29, 1989 
Aug. 8, 1989 to Jan. 19, 1993 
Aug. 8, 1989 to Jan. 19, 1993 

Aug. 21,1989 to April 30, 1993 
Sept. 8, 1989 to March 30, 1996 
Feb. 28, 1990 to Jan. 30, 1994 
Nov. 29, 1993 

Nov. 29, 1993 

May 19, 1994 

May 23, 1994 


63rd FCC Annual Report FY97 


The Commission 


Ove view he Federal Communications Commission (FCC) is an in 
dependent federal regulatory agency responsible directly 
to Congress. Established by the Communications Act of 

1934, it is charged with establishing policies to govern interstate 

and international communications by radio, television, wire, sat- 

ellite, and cable. Its jurisdiction covers the 50 states and territo- 
ries, the District of Columbia and U.S. possessions. 


The FCC is directed by five Commissioners appointed by the Presi- 
dent and confirmed by the Senate for staggered five-year terms. 
No more than three can be members of the same political party. 
The President designates one of the Commissioners to serve as 
Chairman. 


The Chairman presides over all FCC meetings. The Chairman 
coordinates and organizes the work of the Commission and repre- 
sents the agency in legislative matters and in relations with other 
government departments and agencies. 


The Commission is committed to the use of emerging technolo- 
gies to serve its customers -- the American public and regulated 


industries -- more efficiently. 


The Commission continues to expand its use of the Internet, which 
has become an increasingly popular way for the public to access 
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information. Extensive information is a 
through me FCC’s 


Ga m a di nf 


aa em to allow quick access to june 
press releases and other information (202 - 418- 
4830). 


BUREAUS AND OFFICES 


In FY97 the Commission had six operating bu- 
reaus and 10 offices which provide support ser- 
vices. 


Office of the Managing Director 
(OMD) 


Under the supervision and direction of the Chair- 
man, the Managing Director serves as the FCC's 
chief operating and executive official. The Man- 
aging Director provides managerial leadership to, 
and exercises supervision and direction over, the 
FCC’s bureaus and staff offices in management and 
administrative matters; formulates and administers 
all management and administrative policy pro- 
grams and directives for the Commission; assists 
the Chairman in carrying out administrative respon- 
sibilities; advises the Chairman, Commissioners 
and management on administrative and related 
matters; administers the FCC's management sys- 
tems and directs agency efforts in improving man- 
agement effectiveness, operational efficiency and 
employee productivity. 


Office of Public Affairs (OPA) 


The Office of Public Affairs is responsible for in- 
forming the press and public of the FCC's actions, 
facilitating public participation in the FCC's deci- 
sion-making processes and operating many of the 


10 me Commission 


FCC’s public reference rooms and library. OPA 
issues daily news releases, public notices and other 
informational material; prepares the Annual Re- 
port and other publications; handles telephone, 
written, and walk-in requests for information. OPA 
maintains the FCC’s Internet homepage. 


The Office of the Inspector General was created 
by the Inspector General Amendments Act of 1988. 
The Inspector General conducts and supervises 
audits and investigations relating to the programs 
and operations of the agency. The Inspector Gen- 
eral recommends policies for activities designed 
to promote economy, efficiency and effectiveness, 
as well as to prevent and detect fraud and abuse in 
agency programs. The Inspector General also pro- 
vides a means for keeping the Chairman, Com- 
missioners, and the Congress fully informed about 
problems and deficiencies at the agency. Incidents 
of waste, fraud, abuse or mismanagement within 
the FCC may be reported to the Office of Inspec- 
tor General by dialing (202) 418-0473 or the toll 
free Hotline- 1-888-TO-FCCIG (1-888-863-2244). 


Office of Administrative Law Judges 


Administrative Law Judges preside over hearings 
and issue Initial Decisions. Review of initial deci- 
sions is done by the full Commission. 


The General Counsel serves as the chief legal ad- 
visor to the Commission and its various Bureaus 
and Offices. The General Counsel also represents 
the Commission before the federal courts of ap- 
peals, recommends decisions in adjudicatory mat- 


ters before the Commission, assists the Commis- 
sion in its decisionmaking capacity, performs a 
variety of legal functions regarding internal admin- 
istrative matters and advises the Commission on 
fostering competition and promoting deregulation 
in a competitive environment. (A more extensive 
profile of the Office is included later in this re- 
port.) 


Office of Workplace Diversity (OWD) 


This Office serves as the principal advisor to the 
Chairman and Commission on all issues relating 
to workforce diversity, affirmative recruitment, and 
equal employment opportunity (EEO) within the 
Commission. The Office enforces EEO and civil 
rights laws that apply to employees and applicants 
for employment, trains employees on subjects such 
as race relations and preventing sexual harassment 
in the workplace, counsels employees, and devel- 
ops and implements policies and programs that 
encourage fair and equal treatment of Commis- 
sion employees, affirmative recruitment, and that 
foster understanding and acceptance of the diver- 
sity that employees of the Commission bring to 
the workplace. 


ı Office of Communication Business: 

| Opportunities (OCBO) | 
The Office of Communications Business Oppor- 
tunities (OCBO) is responsible for providing ad- 
vice to the Commission on issues and policies con- 
cerning opportunities for ownership and contract- 
ing by small, minority and women-owned com- 
munications businesses. The Office also advises 
the Commission on policies to foster equal em- 
ployment opportunity in the communications in- 
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dustries for minorities, women, and people with 
disabilities. 


The Office works with entrepreneurs, industry and 
public interest organizations and individuals to 
provide information about policies to promote 
ownership and employment opportunities in the 
communications industry. 


OCBO is the FCC's primary resource for imple- 
menting the Contract With America Advancement 
Act's (CWAAA) provisions regarding small busi- 
ness. OCBO oversees the Regulatory Flexibility 
Analysis process to ensure that small business in- 
terests are fully considered in all FCC actions. The 
Office coordinates CWAAA provisions to increase 
agency responsiveness to the concerns of small 
business. 


Office of Plans and Policy (OPP) : 

The Office of Plans and Policy serves as principal 
economic and technical policy adviser to the Com- 
mission, analyzing agenda items and developing 
long-term policy. The Office also produces work- 
ing papers on major policy issues. (A more exten- 
sive profile of the Office is included later in this 
report.) 


'Office of Legislative and Intergovern- 
mental Affairs (OLIA) 

The Office of Legislative and Intergovernmental 
Affairs serves as the Commission's principle point 
of contact with Congress and other governmental 
entities. (A more extensive profile of the Office is 
included later in this report.) 
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The Office of Engineering and Technology is re- 
sponsible for managing the non-Government use 
of the spectrum. OET makes recommendations to 
the Commission on how the radio spectrum should 
be allocated and establishes the technical standards 
to be followed by users. (A more extensive pro- 
file of the Office is included later in this report.) 


FCC Personnel Chart 


Full Time Permanent Employees 
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The Operating Bureaus 


The Commission is divided into six operating Bu- 
reaus reflecting six broad divisions of Commis- 
sion responsibility. These are: the Mass Media, 
Common Carrier, Wireless Telecommunications, 
Compliance and Information, International, and 
Cable Services Bureaus. The FY97 work of each 
Bureau is discussed in the following chapters of 
this report. 


Washington 


D.C. Field 


Total 
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FCC Appropriations History 


FY70-79 FY80-89 FY90-97 


1970... $24,561,000 1980... $76,047,000 1990................. $107,550,000 
T9. sees $26,844,000 1981 etes $80,363,000 1991.5. un $116,794,000 1/ 
1073 ose $31,969,000 1982... unisacs $79,900,000 1992... ondas $126,309,000 
1973: nes $34,173,000 1983... $82,917,000 1993: s $140,000,000 2/ 
1974 ......... $40,155,000 1984................. $88,283,000 1994...............: $160,300,000 
1975 cht $46,900,000 1985. eise: $95,441,000 1995... iode $185,232,000 3/ 
1976... $51,163,000 1986: ns $90,341,000 1996... $185,709,000 4/ 
1977. ius $56,911,000 1987... $97,099,000 1997... es $189,079,000 5/ 
1978.25: $64,550,000 1988... $99,613,000 

1979... s $70,466,000 1989... $99,613,000 

1/ Final action of Graham Rudman - Hollings Sequestration Act on total 3/ Reduced by $305,000 for administration and contract costs savings to 
appropriation Level of $116,794,000 reduced available funds by $1,518 $184,927,000. 


to $116,792,482. 
4/ Reduced by $90,000 for administrative costs to $185,619,000. 
2/ Appropriation included $11,500,000 in supplemental no-year fund- 
ing to implement the Cable Television Consumer Protection and Com- 5/ Reduced by $1,000,000 due to rescission to $188,079,000. 
petition Act of 1992. 


Fees Collected FY87-97 Regulatory Fees Collected FY94-97 
$10,330,000 
$41,206,000 
$56,858,000 
$27,559,000 
$46,361,000 


$58,702,000.00 1/ 

$119,339,000.00 1/ 
$126,500,000.00 1/ 
$155,925,000.00 1/ 


1/ Represents the total collections through September 


$50,618,000 
$39,102,000 
$42,780,000 
$50,609,000 
$42,832,000 
$38,014,000 


30 of each fiscal year credited on Treasury warrant. 
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Corrrrissioners 


Reed E. Hundt, Chairman 


JavesH Qdlo RatdleB Gong — Genes 


Offic of 
Inspector General 


Office of 
Managing 


PudicSevieDv. 
Referee Qoadtions Dv. 
Nas Mada Saff 
InforationTedrdogySat 
Tdaism Sat 


Offic of 
Administrative Communications 
Law J udges Business 


Opportunities 


Corrrron Wreless Corrpliance & 
Carrier Telecorrmunicati ons Information 
Bureau Bureau Bureau 

ErfarerrertDiv 

ConpaitivePridngDv. TetrdogyDiv 
AcourtingSAudtsDv. died Irfarvetion Rescues 
NewokSaviesDv. died Veregavet & Rescues 
Pdicy&ProgamnirgPlarringLi Regard dies 
Ird.&ry/AcdyssDiv Fidd Gigs 


International 
Bureau 


Parmirg&NagiiaiarsLiv 
Sdalite& Radoonmm Dv. 
TdeommriciasDiv. 
Adhiridrdive & Meregaret Saff 


Cffice of 
Legislative & 
Intergovernmental 
Affairs 
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Firenid Adyis&@mdineDv 
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Mass Media Bureau 


deals with broadcasting-- television and radio-- as well 


Ove rVew Te Mass Media Bureau is the part of the FCC that 


pw 
=> as Multipoint Distribution Service (MDS) (sometimes 
called wireless cable) and Instructional Television Fixed 
k — Service (ITFS), a service used mainly by educational enti- 
ties to provide classroom instruction to multiple locations. 
The Bureau issues licenses (authorization of service), per- 
c forms policy and rulemaking functions and administers the 


enforcement program for all mass media services. 


In FY97 the Commission formally laid the groundwork for 
the transition to digital, high definition television by adopt- 
ing a digital broadcast television (DTV) standard, service 
policies and rules for DTV and by awarding a second chan- 
nel to each of the 1,700 U.S. television broadcasters. DTV 
promises to be the most important innovation in broadcast- 
ing since the introduction of color TV 40 years ago. The 
digital technology will enable broadcasters to offer crystal- 
clear images, multiple program streams with an image qual- 
ity at least equivalent to existing television image quality, 
CD-quality sound and an array of new services for televi- 
sion viewers beginning in 1998. 
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Also in FY97, the Commission took several ac- 
tions in the Mass Media area to streamline the 
Bureau’s processes and to lessen the regulatory 
burden on its licensees including the adoption of a 
one-step licensing process for certain minor 
changes in broadcast station facilities and the 
lengthening of license terms from five to eight years 
for television stations and from seven to eight years 
for radio stations. 


The Bureau continued to maximize its use of new 
technologies in FY97 through expansion of its use 
of the Internet to further enhance the availability 
of information to its licensees and the general pub- 
lic. The Bureau also implemented an electronic 
filing option for broadcasters to file their Children’s 
Educational Television Programming Reports and 
continued its work to eventually enable its licens- 
ees to file a wide variety of applications and other 
submissions electronically. 


The Audio Services Division (ASD) is responsible 
for reviewing and taking action on all applications 
filed by the nation’s 13,317 FM and AM stations 
and 3,601 FM translator and booster stations. The 
adoption in March 1996 of several Orders imple- 
menting sections of the Telecommunications Act 
of 1996 significantly increased the workload of 
the Division during the last half of FY96 and dur- 
ing FY97. Most notably, the substantially relaxed 
broadcast station ownership limitations triggered 
an unprecedented level of applications seeking 
consent for proposed radio mergers and acquisi- 
tions. Specifically, sales application filings rose 
from a then-record 2,219 in FY95 to almost 3500 
in FY96 to over 4000 in FY97. Many of these 
transactions were very complex and resulted in 
large media conglomerates. For example, the In- 
finity Broadcasting/ Westinghouse merger resulted 
in the common ownership of 77 radio stations; the 
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Evergreen Media/Chancellor Broadcasting consoli- 
dation brought the number of radio stations under 
the control of Hicks, Muse, Tate & Furst to 275; 
and a series of acquisitions by Jacor and Clear 
Channel increased each of these group owners’ 
holdings to over 100 radio stations. Nonetheless, 
ASD maintained an impressive speed of disposal 
rate in processing this deluge of applications. 


The Video Services Division (VSD) is responsible 
for reviewing and taking action on all applications 
filed by the nation’s 1,725 commercial and non- 
commercial educational television and 8,230 TV 
translator and low power television broadcast sta- 
tions (LPTV). VSD is also responsible for the dis- 
position of applications and other requests regard- 
ing the development and licensing of facilities in 
the Multipoint and/or Multichannel Distribution 
Service (MDS) and the Instructional Television 
Fixed Service (ITFS). 


The Telecom Act of 1996 eliminated the 12-sta- 
tion numerical limitation on the number of com- 
mercial television stations that could be owned or 
controlled by a single entity. It also heralded in an 
unprecedented era of transactional activity in the 
television broadcast industry. While the Commis- 
sion is exploring in ongoing rulemaking proceed- 
ings its television local ownership restrictions and 
the manner of determining television audience 
reach under the new 35% national audience reach 
limitation, multi-million dollar, multiple television 
station transactions have now become common. 
This is attested to by the approved merger of Re- 
naissance Communications Corporation with the 
Tribune Company, which added Renaissance's six 
television stations to Tribune's 10 television sta- 
tions with a combined audience reach approximat- 
ing 2596 of U.S. television homes, the previous 
audience reach limitation. In the same vein, 


Raycom Media, Inc. which already indirectly con- 
trolled 15 television stations, acquired through 
Commission-approved license assignments and 
transfers of control an additional 14 television sta- 
tions, while A.H. Belo Company joined The Provi- 
dence Journal Company’s 11 television and 38 
LPTV stations with its existing seven television 
station holdings. 


The Policy and Rules Division (PRD) conducts 
rulemaking proceedings which affect the mass 
media services and provides legal and technical 
analyses of these rules. The Policy and Rules Di- 
vision also conducts economic studies to formu- 
late and evaluate Commission policies in terms of 
their economic effects on the mass media or on 
other Commission regulated industries or society, 
and evaluates economics and other studies submit- 
ted to the Commission in connection with various 
proceedings. 


In November 1996 PRD launched its web pages 
on the Internet. Designed for broadcasters, the bar, 
and the general public, the PRD web pages pro- 
vide on-line advice on how to participate in 
rulemaking activities, access to rulemaking docu- 
ments (such as Notices of Proposed Rule Making 
and Reports and Orders) concerning broadcast 
matters, including weekly updates of access to all 
allocations decisions, and links to numerous re- 
lated-topic sites. 


The Enforcement Division responds to com- 
plaints, conducts investigations of broadcast sta- 
tions, handles matters concerning political broad- 
casting, enforces the broadcast and cable televi- 
sion equal employment opportunity laws and rules, 
and participates in formal adjudicative proceed- 
ings involving broadcast stations. 
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MajorProceedings 


NN 


‘Fourth Report and Order in the Digital Television 

proceeding, adopting a digital broadcast television 
transmission standard (DTV Standard). The DTV 
Standard is a modification of the Advanced Tele- 
vision Systems Committee DTV Standard (ATSC 
DTV Standard) proposed in the Fifth Further No- 
tice of Proposed Rulemaking and is consistent with 
a consensus agreement voluntarily developed by a 
broad cross-section of parties, including the broad- 
casting, consumer equipment manufacturing and 
computer industries. Specifically, the Fourth Re- 
port and Order required the use of all layers of the 
ATSC DTV Standard except the video format 
layer, which remains optional. 


the Commission adopted a number of service poli- 
cies and rules for DTV. The Fifth Report and Or- 
der set a timetable for applying for and construct- 
ing DTV facilities, in which network affiliates in 
the largest markets will be required to construct 
earlier than other television broadcasters. It also 
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established a target date of 2006 for broadcasters 
to complete their transitions to DTV and surren- 
der their analog frequencies. (Congress subse- 
quently codified this date in the Balanced Budget 
Act of 1997, which specifies conditions that, if not 
met, would enable broadcasters in markets not 
meeting the conditions to postpone the surrender 
of their analog frequencies). 


In addition, the Fifth Report and Order (1) limited 
the initial eligibility for DTV licenses to existing 
full-power broadcasters; (2) required DTV licens- 
ees to provide at least one free digital video pro- 
gramming service; (3) allowed licensees to pro- 
vide ancillary and supplemental services that do 
not derogate the mandated, free over-the-air pro- 
gram service; and (4) gave broadcasters the dis- 
cretion as to how much, if any, high definition tele- 
vision programming they will transmit. 


of channels for digital broadcast television use. The 
Sixth Report and Order adopted policies for de- 
veloping the initial DTV allotments, procedures 
for assigning DTV frequencies, and plans for spec- 
trum recovery. It also included technical criteria 
for the allotment of additional DTV frequencies 
and provided a DTV Table of Allotments. The 
Office of Engineering and Technology was respon- 
sible for the Sixth Report and Order, with the Mass 
Media Bureau providing assistance. 


Digital Television: Tower Preemption 
(MM Docket No. 97-182) 


In August 1997 the Commission adopted a Notice 
of Proposed Rulemaking addressing an issue 
closely related to the construction of digital tele- 
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vision facilities. State and local land-use and zon- 
ing laws governing tower modification and con- 
struction may delay the modification or construc- 
tion of DTV transmission facilities. Therefore, the 
Commission requested comment on a proposed 
rule setting forth specific time periods within which 
state and local regulatory authorities must act on 
requests for modification or construction of broad- 
cast transmission facilities before the Commission 
preempts their authority to act. The NPRM re- 
quested comment on whether, and under what cir- 
cumstances, the Commission should exercise its 
authority to preempt state or local law or regula- 
tion. 
‘Attribution Rules For Broadcast —— 
‘Station Ownership 
‘(MM Docket Nos. 94-150, 92-51, & 87- 


In November 1996 the Commission issued a Fur- 
ther Notice of Proposed Rulemaking in the pend- 
ing Attribution proceeding. The Further Notice 
invited further comment on several outstanding 
issues relating to the attribution of broadcast inter- 
ests for the purposes of enforcing the multiple 
ownership rules, in light of the ownership changes 
effected by the Telecommunications Act of 1996. 
It also invited comment on a proposal to add a new 
“equity or debt plus” attribution standard to its 
rules. Under this proposed standard, where the 
interest holder is a program supplier or same-mar- 
ket broadcaster or media entity subject to the broad- 
cast cross-ownership rules (i.e., cable systems and 
newspapers), the Commission would attribute its 
otherwise nonattributable equity and/or debt in- 
terest in a licensee or other media entity subject to 
the cross-ownership rules, if the equity and/or debt 
holding exceeds a certain amount. The Further 


Notice proposed a 33% benchmark for debt, eq- 
uity, or a combination of the two. The Commis- 
sion also sought comment on whether it should 
attribute television Local Marketing Agreements 
(LMAs) and radio or television joint sales agree- 
ments (JSAs) among licensees in the same mar- 
ket, tentatively concluding that television LMAs 
should be attributed where they involve more than 
15 percent of the brokered station’s weekly broad- 
cast hours. In addition, the Further Notice invited 
comment on whether to modify the cable/MDS 
cross-ownership attribution rules to apply broad- 
cast attribution criteria. 


In November 1996 the Commission issued a Sec- 
ond Further Notice of Proposed Rulemaking in this 
proceeding, in order to update the record in light 
of the passage of the Telecommunications Act of 
1996 (Telecom Act). The rules currently prohibit 
a person or entity from having cognizable inter- 
ests in two television stations whose Grade B sig- 
nal contours overlap. They also prohibit the lic- 
ensee of a television station from obtaining a cog- 
nizable interest in a radio station with overlapping 
contours unless one or more of several waiver con- 
ditions is met. Finally, the Commission does not 
currently have rules governing television local mar- 
keting agreements (LMAs) as it does with radio 
LMAs. The Second Further Notice sought com- 
ment on the following: 


Local Television Ownership Rule: The Second 
Further Notice proposed to authorize common 
ownership of television stations that are in sepa- 
rate DMAs (Nielsen's Designated Market Areas) 
and whose Grade A contours do not overlap. It 
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also requested comment on several criteria by 
which the Commission may entertain waivers of 
the rule. The Commission also sought comment 
on continuing to permit common ownership within 
a DMA if there is no Grade B overlap (the current 
standard). Such a rule would be no more restric- 
tive than our current regulation and would not dis- 
rupt current ownership patterns. 


Radio-Television Cross-Ownership Rule: Parties 
may own, pursuant to waiver requests, radio-tele- 
vision combinations in the top 25 television mar- 
kets where there will be at least 30 separately 
owned broadcast licensees after the combination. 
Pursuant to the Telecom Act, the Second Further 
Notice proposed to extend this policy to the top 50 
markets. In addition, because the proposals in the 
previous Notice were based on the local radio 
ownership rules before they were relaxed by the 
1996 Act, the Second Further Notice invited par- 
ties to comment on the significance of the change. 
It also asked the extent to which the local radio 
rules and the radio-television rules remain inter- 
related at all and, as a result, the extent to which 
the radio-television cross-ownership rule is still 
warranted. 


Television LMAs: The Telecom Act contains state- 
ments regarding the “grandfathering” of existing 
television LMAs. The Second Further Notice re- 
quested comment on the significance and applica- 
bility of that statutory provision to television LMAs 
that may be deemed attributable. (The issue of 
whether television LMAs should be attributable 
under the broadcast ownership rule is addressed 
in the Attribution proceeding.) 
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On November 7, 1996, the Commission released a 
Notice of Proposed Rulemaking reviewing the 
Commission’s national broadcast television own- 
ership rules. Pursuant to the Telecommunications 
Act of 1996, an entity may generally not have an 
attributable interest in commercial television sta- 
tions with an aggregate national audience reach 
exceeding 35%. A station’s audience reach is de- 
termined by the number of television households 
in that station's Area of Dominant Influence (ADI), 
as determined by the commercial ratings service, 
Arbitron. 


The NPRM first addressed the “UHF discount,” 
by which a UHF station is attributed with only 50% 
of the television households in the market, and post- 
poned further consideration of whether to modify 
or repeal the rule until 1998 (at which time all own- 
ership rules will undergo a statutorily mandated 
biennial review). Second, the NPRM proposed to 
eliminate the satellite exemption to the rule for sat- 
ellite stations that operate in separate markets from 
their parent stations. However, for same-market 
satellites, the Commission proposed not to double 
count the audience in that market when calculat- 
ing the parent station’s national audience reach. 
Similarly, where one station has a local marketing 
agreement (LMA) with another, the NPRM pro- 
posed not to double count that market. Finally, 
the Commission proposed to define a station’s mar- 
ket for the purposes of calculating audience reach 
by using Designated Market Areas (as determined 
by Nielsen) instead of ADIs, because Arbitron no 
longer updates its county by county determinations 
of each station’s ADI. 
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Main Studio and Public File Rules 
(MM Docket No. 97-138) 


In May 1997 the Commission released a Notice of 
Proposed Rulemaking seeking comment on pro- 
posals to relax the main studio and public file rules 
and to streamline the public file. The NPRM sought 
comment on several options as to where a station 
must locate its main studio. The Notice also pro- 
posed to allow licensees to locate their local pub- 
lic inspection files at their main studios, wherever 
they are located. In addition, the Commission pro- 
posed to clarify and streamline requirements re- 
garding the contents of the public inspection file 
and to clarify the public file rule by deleting or 
amending certain requirements. 


One-Step Licensing 
(MM Docket No. 96-58) 


The Telecommunications Act of 1996 amended 
Section 319 of the Communications Act to permit 
the Commission to adopt rules to except from the 
statutory construction period requirement “minor 
changes in the facilities of authorized broadcast 
stations." In response, the Commission initiated a 
new proceeding in 1996 and adopted a Report and 
Order in August 1997. The R&O eliminated the 
previously existing two-step procedure where the 
changed facilities will not have an adverse impact 
on other broadcast facilities. Stations also will be 
permitted to implement certain changes without 
prior authority and file a license application after- 
wards. 


Grandfathered Short-spaced 
FM Stations 
(MM Docket No. 96-120) 


In August 1997 the Commission adopted a Report 
and Order that provided some additional relief for 
stations authorized prior to November 1964 which 
did not meet minimum distance separations estab- 
lished subsequently and which have remained 
short-spaced since that time. The R&O adopted 
for this limited class of so-called Section 73.213 
stations, new rules that would provide additional 
flexibility as to site selection. Specifically, it 
adopted a new predicted interference methodol- 
ogy, eliminated the second adjacent channel and 
third adjacent channel separation requirements, and 
eliminated the need for agreements to permit the 
use of facilities beyond the maximums provided 
by Section 73.213. 


AM Expanded Band, 
(MM Docket No. 87-267) 


In March 1997 the Commission adopted a Memo- 
randum Opinion and Order in the AM expanded 
band proceeding, which was initiated to improve 
and revitalize the AM broadcast band and to li- 
cense new stations in the frequencies between 1605 
and 1705 kHz. This reconsideration order clari- 
fied the technical standards for identifying the best 
stations for migration to the expanded band. In 
March, the Mass Media Bureau concurrently re- 
leased an eighty-eight station allotment plan and 
established a window for the filing of applications. 
By the end of the fiscal year, the Bureau had is- 
sued more than twenty construction permits for 
new expanded band stations. 
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License Terms For Broadcast Stations 
(MM Docket No. 96-90) 


In January 1997 the Commission released a Re- 
port and Order implementing Section 203 of the 
Telecommunications Act of 1996. Section 203 
eliminated the statutory distinction between the 
maximum allowable license terms for television 
and radio stations, and it provides that such licenses 
may be for terms “not to exceed 8 years.” 


The Commission amended its rules to provide that 
the Commission will ordinarily grant broadcast li- 
censes for the 8-year terms allowed by the Telecom 
Act, while still reserving the authority to grant in- 
dividual licenses for less than the statutory maxi- 
mum if the public interest, convenience and ne- 
cessity would be served by such action. 


The Commission also implemented the new license 
terms as follows: For renewal applications granted 
after March 7, 1997 (the effective date of the R&O), 
the Commission will ordinarily grant the renewed 
license for the maximum proposed term of 8 years. 
For renewal applications processed prior to March 
7, 1997, the Commission will extend by rule the 
already renewed license term for such stations to 
the 8-year term. 
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Mass Media Statistics 


Current Broadcast Authorizations 


Outstanding broadcast authorizations for major services at the close of FY97 totaled 
26,873, an increase of 1,934 over FY96. 


Increase 

Class Sept. 30, Sept. 30, or 

1996 1997 (decrease) 
Standard (AM) 5,013 4,970 (43) 
Frequency Modulation (FM) 6,017 6,107 90 
Educational FM 2,136 2,240 104 
UHF Commercial TV 749 763 14 
VHF Commercial TV 574 575 1 
UHF Educational TV 256 259 3 
VHF Educational TV 127 128 1 
LPTV/TV Translators (UHF-VHF) 6,872 8,230 1,358 
FM Translator and Booster 3.195 3.601 406 
Totals 24,939 26,873 1,934 


There were 15,042 AM, FM and TV broadcast stations authorized at the close of FY97. 
A total of 13,790 had operating authorizations, and 1,252 were under construction. 


Outstanding Outstanding 
Licensed Construction Licensed Construction 
Class Stations Permits for Stations Permits for 
Sept. 30, New Stations Sept. 30, — New Stations 
1996 Sept. 30, 1997 Sept. 30, 
1996 1997 
Standard (AM) 4,872 141 4,811 159 
Frequency Modulation (FM) 5,390 627 5,510 597 
Educational FM 1,850 286 1,906 334 
UHF Commercial 627 122 639 124 
VHF Commercial TV 560 14 558 17 
UHF Educational TV 241 15 242 17 
VHF Educational TV 123 4 124 4 
Totals 13,663 1,209 13,790 1,252 
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Nonhearing Applications Statistics 
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Standard Broadcast (AM), Frequency Modulation (FM) - Commercial and Educational, and 


FM Translators and Boosters 


Class 


AM/FM New stations 
and major changes 


FM Translators and Boosters 
New stations and major changes 


Assignments and transfers 
Renewals 
Licenses 


Modifications and Extensions 


Television (TV) 
(Commercial and Educational) 


New stations and major changes 
Assignments and transfers 
Renewals 

Licenses and other 


LPTV/TV 
Translators and Boosters 


New stations and major changes 
Assignments and transfers 
Renewals 

Licenses and other 


Instructional TV Fixed 


New stations and major changes 
Assignments and transfers 
Renewals 

Licenses and other 


On hand 
Oct. 1, 
1996 


1,364 


598 


599 
2,006 
726 


597 


577 
84 

119 

465 


1,653 
66 
255 
238 


New 


1418 


787 


4,132 
5,341 
1,382 


1,579 


226 
513 
562 
221 


Granted 


482 


585 


3,949 
4,780 
1,134 


1,321 


16 
491 
533 
226 


824 
236 
2,269 
1,491 


Dismissed 
Denied 
Returned 


149 


260 
109 
38 
39 


178 


96 


Designated On hand 
for Oct. 1, 
hearing 1997 


6 2,145 
0 540 
0 673 
4 2,525 
0 935 
1 676 
1 TI 
0 93 
1 147 
9 451 
0 645 
0 56 
1 386 
0 151 
0 1,135 
0 3 
0 46 
0 632 
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he Common Carrier Bureau has responsibility for FCC 

policies concerning telephone companies that provide in- 

terstate telecommunications services to the public through 
the use of wire-based transmission facilities. These companies, 
called common carriers, provide voice, data, and other trans- 
mission services. The Common Carrier Bureau works closely 
with the other operating Bureaus, especially the International 
Bureau, the Wireless Telecommunications Bureau, and the Cable 
Services Bureau, to coordinate related matters. 


On February 8, 1996, President Clinton signed the Telecommu- 
nications Act of 1996 (1996 Act). Under the Communications 
Act of 1934, as amended by the 1996 Act, the FCC is charged 
with ensuring that common carriers provide services at just, rea- 
sonable, and affordable prices and in a nondiscriminatory man- 
ner. 


As the industry has evolved from an integrated monopoly to an 
intensely competitive industry, the FCC and the Common Car- 
rier Bureau have striven to adapt the Communications Act to a 
rapidly changing industry. 


The FCC has jurisdiction over interstate communications ser- 
vices such as telephone calls between states. These services also 
include the connections to local customers that local exchange 
carriers (LECs) provide to long distance telephone companies. 


The FCC works closely with state regulators on 
the many issues that affect both jurisdictions. On 
such issues as universal service, the FCC and the 
states work together through the formation of a 
Federal-State Joint Board, whose members are 
drawn from the FCC and from state regulatory 
bodies. 


Competition is a cornerstone of the FCC’s regula- 
tory policy in all areas. In the common carrier 
area, the FCC seeks to encourage competition in 
various telephone markets and to ensure that its 
regulations do not impede the development of com- 
petition. Where competition does not yet exist, or 
where it fails to protect consumers, the Bureau 
enforces Commission rules and policies that are 
designed to ensure that the Communications Act 
mandate of just, reasonable and non-discrimina- 
tory rates for interstate services is fulfilled. 


In FY97 the Common Carrier Bureau had a staff 
of approximately 350. It is organized into six 
divisions: 


The Accounting and Audits Division develops 
and administers the Commission’s Uniform Sys- 
tem of Accounts for communications common car- 
riers, including related Commission requirements 
for reporting and preservation of records, 
imlementing the jurisdictional separations the uni- 
versal service rules and responsibilities. 


The Division monitors carrier compliance with 
Commission requirements through the review and 
approval of carrier accounting reports and conducts 
a program of comprehensive and selective field 
audits and investigations of carriers’ financial and 
operating practices, procedures and records. 
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The Competitive Pricing Division is responsible 
for administering the tariffing provisions of Sec- 
tions 201 - 205 of the Communications Act of 1934, 
as amended, including the review of all domestic 
and international common carrier tariffs, and con- 
ducting tariff investigations. The Division is also 
responsible for implementing various sections of 
the 1996 Act, including the development of fed- 
eral regulations relating to pricing of the various 
forms of interconnection, the administration of 
regulatory reform provisions relating to the review 
of local telephone company tariffs on a stream- 
lined basis, and the development and implementa- 
tion of forbearance as it relates to the tariffing and 
pricing of common carrier telecommunications ser- 
vices. 


The Enforcement Division handles complaints, 
rulemakings and other matters related to the Com- 
munications Act of 1934 and implementation of 
the 1996 Act. All carriers, even those that the 
Commission has chosen not to regulate directly 
because of increased competition in the market- 
place, are subject to certain consumer protection 
requirements. All users of telecommunications 
services retain the right to bring their formal or 
informal complaints directly to the Commission. 


The Industry Analysis Division gathers and pub- 
lishes data about the telecommunications indus- 
try. It also administers the Commission’s programs 
for assisting low-income telephone subscribers. 
Pursuant to its data gathering activities, [AD un- 
dertakes to advise the Commission and the public 
about trends in the telecommunications industry. 
Throughout the fiscal year, [AD prepares numer- 
ous statistical reports that are published by the 
Commission and the Federal-State Joint Board, and 
answers thousands of inquiries from the public 
about telephone industry-related data and trends. 
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IAD also provides statistical analyses and other 
support to other divisions within the Common 
Carrier Bureau and to the Commission as a whole, 
and conducts rulemakings and other public pro- 
ceedings related to the Communications Act of 
1934 and implementation of the Telecommunica- 
tions Act of 1996. 


The Network Services Division is responsible for 
recommending and implementing rules and poli- 
cies regarding: numbering (for example, toll free 
numbers, North American Numbering Plan Admin- 
istration, abbreviated dialing arrangements such as 
N11 codes, and area code relief plans); toll fraud; 
consumer services (for example, Caller ID and the 
Telephone Consumer Protection Act); and pro- 
grams required by the Americans with Disabilities 
Act (including Telecommunications Relay Service 
for the hearing-impaired and hearing aid compat- 
ibility) and by the Communications Assistance to 
Law Enforcement Act. 


The Division is also involved in implementing cer- 
tain provisions of the 1996 Act. In addition, the 
Division administers the registration of customer 
premises equipment that may be connected to the 
public switched network. 


The Policy and Program Planning Division is 
involved in most rulemaking and policy making 
proceedings that concern major issues of wireline 
telecommunications policy, other than access pric- 
ing. The Division has primary responsibility for 
implementing the interconnection requirements of 
the Telecommunications Act of 1996 and review- 
ing Bell Operating Company (BOC) applications 
to provide in-region interLATA service. 


The Division also has responsibility for reviewing 
most petitions for preemption of state and local 
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telecommunications regulations filed by wireline 
carriers pursuant to the 1996 Act. The Division 
recommends rules and regulatory programs that 
are designed to promote competition in the provi- 
sion of telecommunications services and promote 
unbundling of network services and features use- 
ful to consumers, other carriers, and information 
service providers as well as ensuring that consum- 
ers benefit from competition in the interexchange 
market. The Division develops rules and policies 
in such areas as interconnection, number portabil- 
ity, and the interexchange market. 
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Major Proceedings 


‘Access Charge Reform | 
(CC Docket No. 96- 262): 


“In the Access Charge Rane First Report and 
Order, adopted May 7, 1997, the Commission 
modified the interstate access rate structure rules 
by requiring incumbent price cap LECs to recover 
costs in a manner that is more reflective of the way 
those costs are incurred. To the extent possible, 
costs that do not vary with the amount of usage 
will be recovered through flat-rated charges, and 
costs that do vary with the amount of usage will 
be recovered through traffic-sensitive, per-minute 
charges. These modifications will enable telephone 
companies to compete in a more efficient manner 
and will benefit consumers through reduced long- 
distance rates and greater choices in telecommu- 
nications services. The First Report and Order 
also adopted a market-based approach with a pre- 
scriptive backstop to drive interstate access charges 
towards economic cost levels while ensuring that 
areas and services for which competition may not 
develop as quickly receive the benefits of more 
efficient prices. 
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Accounting Safeguards 
(CC Docket No. 96-150) 


On December 24, 1296, the Commission released 


implement the requirements for accounts safe- 
guards of the 1996 Act. This Order prescribed the 
way incumbent local exchange carriers, including 
the Bell Operating Companies, must allocate costs 
and account for transactions involving regulated 
telecommunications services and nonregulated ser- 
vices, including telemessaging, interLATA tele- 
communications, manufacturing, electronic pub- 
lishing, alarm monitoring and payphone services, 
to ensure compliance with the 1996 Act. 


Specifically, the Order concluded that the current 
cost allocation rules generally satisfied the 1996 
Act's accounting safeguards requirements when in- 
cumbent local exchange carriers, including the 
BOCs, provide telemessaging, certain interLATA 
telecommunications and information, alarm moni- 
toring, and payphone services on an integrated or 
in-house basis. 


The Order also concluded that current affiliate 
transactions rules generally satisfy the 1996 Act's 
accounting safeguards requirements when incum- 
bent local exchange carriers, including the BOCs, 
are required to, or choose to, use an affiliate to 
provide certain of these services permitted under 
the 1996 Act. 


However, the Order adopted modifications to the 
affiliate transactions rules to provide greater pro- 
tection against subsidization of competitive activi- 
ties by subscribers to regulated services. 
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Alarm Monitoring Proceeding 
(CC Docket No. 96-152) 


On March 25, 1997, the Commission released an 
Order implementing the alarm monitoring service 
provisions set forth in section 275 of the 1996 Act. 
Section 275 prohibits BOCs from providing alarm 
monitoring service until February 8, 2001, al- 
though it exempts BOCs that were providing alarm 
monitoring service as of November 30, 1995. 
Among other things, this Order concluded that an 
incumbent local exchange carrier provides alarm 
monitoring service if it operates the remote moni- 
toring center or is engaged in the resale of alarm 
monitoring service. The Order also reviewed sec- 
tion 275(a)(2), which provides that a BOC that was 
engaged in providing alarm monitoring services 
as of November 30, 1995, may continue to pro- 
vide such service provided that the BOC does not 
acquire “any equity interest in, or obtain financial 
control of, any unaffiliated alarm monitoring ser- 
vice entity" The Commission determined that 
Ameritech was the only BOC that qualified for 
grandfathered treatment under section 275(a)(2). 
The Commission also determined that the inter- 
pretation of terms in section 275(a)(2) was best 
addressed on a case-by-case basis. 


‘Provide In-region, Interlata Services 
In Michican 


On May 21, 1997, Ameritech filed a section 271 
application for authorization to provide in-region, 
interLATA service in Michigan. (Ameritech had 
previously filed, and then withdrawn, an earlier 
application to provide such service in Michigan.) 
On August 19, 1997, the Commission denied 
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Ameritech’s application, concluding that 
Ameritech had not met the statutory requirements 
for a BOC to enter the long distance market in a 
state within its local service region. The Commis- 
sion found that Ameritech had satisfactorily dem- 
onstrated that it is providing access and intercon- 
nection to Brooks Fiber, an unaffiliated facilities- 
based provider of telephone exchange service to 
both residential and business subscribers (the Track 
A approach). 


Although acknowledging Ameritech’s efforts in 
opening Michigan’s local exchange market to com- 
petition, the Commission concluded that Ameritech 
failed to demonstrate that it had fully implemented 
three items on the competitive checklist: (1) 
Ameritech failed to demonstrate that it provides 
competing carriers with non-discriminatory access 
to its operations support systems, which are sys- 
tems that enable a local telephone company to pro- 
vide services to its customers (such as ordering, 
installation, repair and maintenance, and billing); 
(2) Ameritech failed to show that it provides non- 
discriminatory interconnection to competing local 
exchange companies; and (3) Ameritech did not 
establish that it maintains 911 database entries for 
customers of competing local exchange providers 
with the same accuracy that it maintains entries 
for its own customers. The Commission also found 
that Ameritech had not demonstrated that the re- 
quested interLATA authority would be carried out 
in accordance with the structural and transactional 
requirements of section 272. 
‘Bell Atlantic Corporation And: 
‘NYNEX Corporation Merger : 
'(NSD-L-96-10) | 
On August 14, 1997, the Commission released a 
Memorandum Opinion and Order granting the 


transfer of control of licenses and section 214 au- 
thorizations from NYNEX Corporation to Bell 
Atlantic Corporation pursuant to conditions. Bell 
Atlantic and NYNEX agreed, for example, to pro- 
vide detailed performance monitoring reports to 
competing carriers, negotiate performance stan- 
dards and enforcement mechanisms, develop and 
implement uniform operating support systems 
(OSS) covering the entire combined regions, en- 
gage in carrier-to-carrier testing of OSS systems 
with any carrier requesting such testing, and offer 
interconnection, unbundled network elements and 
transport and termination at rates based on forward 
looking economic cost. 


They further agreed to provide for purchase, in 
conjunction with unbundled switching, shared 
transport offered on a minute-of-use basis, routed 
in the same manner as Bell Atlantic and NYNEX 
route their own traffic, offer an option plan that 
assesses non recurring charges on a recurring ba- 
sis, and agreed to offer, in interconnection nego- 
tiations and arbitrations, payment mechanisms for 
common construction costs and interconnector- 
specific construction and equipment costs related 
to collocation that apportion costs among the in- 
cumbent LEC and collocating carriers. 


Dominance/Non-Dominance 
Proceeding 
(CC Docket No. 96-149 and 96-61) 


On April 18, 1997, the Commission adopted its 
LEC Classification Order in these two dockets, 
which revised the regulatory treatment of BOCs’ 
and independent LECs’ provision of domestic, in- 
terstate, long distance services and international 
services. In addition, the LEC Classification Or- 
der classified the BOCs’ long distance affiliates as 
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“non-dominant” in the provision of long distance 
services that originate in the areas in which a BOC 
provides local telephone services. The LEC Clas- 
sification Order also classified independent LECs 
as non-dominant in the provision of in-region long 
distance services, but requires independent LECs 
to provide their in-region long distance services 
through separate affiliates that satisfy the Competi- 
tive Carrier Fifth Report and Order requirements. 


Finally, the LEC Classification Order classified the 
BOCs and independent LECs as non-dominant in 
the provision of interstate, domestic, long distance 
services that originate outside of the areas in which 
they provide local telephone services, and it elimi- 
nated the requirement that the BOCs and indepen- 
dent LECs provide those out-of-region services 
through separate affiliates. 


Implementation Of The “Infrastruc- 
ture Sharing" Provisions In The Tele- 
communications Act Of 1996 

(CC Docket No. 96-237) 


On February 7, 1997, the Commission released a 
Report and Order in CC Docket No. 96-237 to 
implement section 259, the infrastructure sharing 
provision of the Telecommunications Act of 1996. 
Section 259 of the 1996 Act requires the Commis- 
sion to adopt regulations to ensure that incumbent 
local exchange carriers make available to “quali- 
fying carriers" certain public switched network in- 
frastructure, technology, information, and telecom- 
munications facilities and functions. 


The Commission's implementation of infrastruc- 
ture sharing rules will assist qualifying carriers to 
obtain that infrastructure necessary to allow them 
to provide telecommunications and information 
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services in areas where they are eligible for uni- 
versal service support. Petitions for reconsidera- 
tion of the Report and Order are pending. 


Implementation of “Section 273" Of 
The Communications Act Of 1934, As 
Amended By The Telecommunications 
Act Of 1996 

(CC Docket No. 96-254) 


On December 11, 1996, the Commission released 
a Notice of Proposed Rulemaking that proposed a 
framework intended to encourage robust competi- 
tion for manufactured telecommunications prod- 
ucts through the increased availability of network 
and planning information and fair and open fo- 
rums for establishing equipment standards and for 
certifying equipment. Comments were sought on 
rules needed to implement and enforce safeguards 
in equipment manufacturing and to facilitate Bell 
Operating Company's (BOC) entry into equipment 
manufacturing, among other issues of competition, 
and also sought comments on the effects of the 
BOCs proposed sale of Bellcore on its implemen- 
tation of section 273. 


Inside Wiring 
(CC Docket No. 88-57) 


On June 17, 1997, the Commission released an 
Order on Reconsideration and a Second Report 
and Order and Second Further Notice of Proposed 
Rulemaking that further developed its rules for 
simple inside wiring, which is the wiring installa- 
tions that a customer is allowed to connect to the 
telephone network. Pursuant to the Commission’s 
rules, a customer may connect installations of up 
to four access lines directly to the telecommunica- 
tions network. The Order amends the rule for the 
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demarcation point, which is the point at which 
network ownership of telephone wiring ends and 
customer ownership begins, and clarifies how it 
applies to multi-unit premises. The Second Fur- 
ther NPRM requests comment on a proposal for 
enhanced wire quality standards, revision of defi- 
nitions for simple and complex wiring, and loca- 
tion of the demarcation point. 


Interexchange Proceeding 
(CC Docket No. 96-61) 


In its Second Report and Order in this docket, is- 
sued October 31, 1996, the Commission deter- 
mined that, pursuant to the statutory forbearance 
criteria in Section 10 of the 1996 Act, it should no 
longer require or allow nondominant interexchange 
carriers to file tariffs pursuant to Section 203 for 
their interstate, domestic, interexchange services. 
Several parties appealed this decision to the D.C. 
Circuit Court of Appeals, and the Commission’s 
rules requiring detariffing have been stayed. On 
August 20, 1997, the Commission issued the 
Interexchange Reconsideration Order, which modi- 
fied the Second Report and Order in several re- 
spects. First, the Commission determined that 
carriers should have the option of filing tariffs for 
dial-around 1+ services (interstate, domestic, 
interexchange direct-dial services to which con- 
sumers obtain access by dialing a carrier’s access 
code) because long distance carriers cannot rea- 
sonably establish enforceable contracts with ca- 
sual callers in these circumstances. The Commis- 
sion also concluded that carriers may file tariffs 
for the first 45 days of long distance services in 
cases where consumers contact their local tele- 
phone companies to initiate long distance service 
or change their long distance carriers, because in 
such cases, long distance carriers may be unable 


immediately to establish contracts with consum- 
ers. Further, the Commission eliminated the re- 
quirement, established by the Second Report and 
Order, that nondominant long distance carriers 
publicly disclose the rates and terms of their offer- 
ings because it found that the pro-competitive ben- 
efits of eliminating this requirement outweighed 
potential adverse effects. 


Internet Notice Of Inquiry 
(CC Docket No. 96-263) 


On December 24, 1996, the Commission released 
a Notice of Inquiry (NOI) on Usage of the Public 
Switched Network by Information Service and 
Internet Access Providers. In the NOZ the Com- 
mission sought comment on how best to encour- 
age the efficient offering of information services 
in light of new network configurations and tech- 
nologies. The Commission sought comment on 
ways to allow more efficient transport of data traf- 
fic to and from end users in order to alleviate switch 
congestion caused by Internet users and on regu- 
latory barriers that might prevent or deter provi- 
sion of alternate network access arrangements for 
information service providers. 


The Commission also invited commenters to dis- 
cuss the effects of the access charge system on in- 
cumbent LEC cost recovery and the development 
of the information services marketplace. The Com- 
mission stated that these questions concern no less 
than the future of the public switched network in a 
world of digitalization and growing importance of 
data technologies. Comments in this proceeding 
were filed by 52 parties. The Competitive Pricing 
Division is responsible for conducting this proceed- 
ing. 
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‘Local Competition Proceeding : 
' “Shared Transport" 
(CC Docket No. 98-96) 
On August 18, 1997, the Commission issued the 
Local Competition Third Order on Reconsidera- 
tion (Shared Transport Order). The Shared Trans- 
port Order requires an incumbent LEC to provide 
competing carriers with access on a shared basis 
to unbundled transport facilities between the in- 
cumbent LEC’s switches. The Local Competition 
Report and Order, which was previously adopted 
in this proceeding, requires an incumbent LEC to 
provide its competitors with access to the same 
transport facilities that the incumbent uses to carry 
its own traffic for transport between the end office 
switch and the tandem switch. 


In the Shared Transport Order, the Commission 
clarified that incumbent LECs are required to pro- 
vide access to shared transport for all transmis- 
sion facilities connecting incumbent LECs’ 
switches -- i.e., between end office switches, be- 
tween an end office switch and a tandem switch, 
and between tandem switches. 


The Commission also concluded that incumbent 

LECs must permit requesting carriers that purchase 
shared transport and unbundled switching to use 
the same routing table and transport lines that the 
incumbent LEC uses to route and carry its own 
traffic. 


The Commission further concluded that a request- 
ing carrier that takes shared or dedicated transport 
as an unbundled network element may use such 
transport to provide interstate exchange access ser- 
vices to customers to whom it provides local ex- 
change services. 
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Non-Accounting Safeguards 
Proceeding 
(CC Docket No. 96-149) 


Under section 271 of the 1996 Act, a BOC may 
begin providing in-region interLATA services af- 
ter it obtains Commission approval of the BOC’s 
application to provide such services, based on a 
finding that the BOC has complied with various 
requirements designed to open the local exchange 
market to competition. Among other things, BOCs 
are required to comply with the accounting, sepa- 
rate affiliate, and nondiscrimination requirements 
set forth in the 1996 Act. 


On December 24, 1996, the Commission released 
a First Report and Order in this docket in which it 
clarified and implemented the non-accounting 
structural separation and nondiscrimination re- 
quirements of sections 271 and 272 of the 1996 
Act. On April 3, 1997, the Commission released a 
Public Notice requesting comments in connection 
with expedited reconsideration of its interpretation 
of section 272(e)(4), which relates to a BOC’s pro- 
vision of facilities or services to its interLATA af- 
filiate. 


On June 24, 1997, the Commission issued an Or- 
der affirming its prior conclusion that section 
272(e)(4) imposes requirements on BOC provision 
of interLATA services that the BOCs are other- 
wise authorized to provide. 
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‘Policies And Rules Concerning Unau- 
‘thorized Changes of Consumers Long 
‘Distance Carriers “SLAMMING” 
‘(CC Docket No. 94-129) 


On July 15, 1997, the Commission released a com- 
bined Memorandum Opinion and Order on Re- 
consideration (Recon Order) and Further Notice 
of Proposed Rulemaking (FNPRM). The Recon 
Order resolved petitions for reconsideration and 
clarification of the Commission’s 1995 Report and 
Order concerning Letters of Agency (LOAs ) (1995 
Order). The Commission’s rules require that 
interexchange carriers (IXCs) either obtain a 
signed LOA from a subscriber, or, in the case of 
telemarketing solicitations, complete one of four 
telemarketing verification procedures before sub- 
mitting preferred interexchange carrier (PIC) 
change requests on behalf of consumers. 


The Recon Order clarified that IXCs using LOAs 
must translate the LOAs into the same language 
as the associated oral or written promotion; incor- 
porated the terms “interLATA” and “intraLATA,” 
as well as “interstate” and “intrastate,” in order to 
clarify the scope of the Commission’s rules; and 
clarified that carriers must confirm PIC-change re- 
quests generated by telemarketing using only one 
of the four verification options. The FNPRM 
sought comment on the implementation of section 
258, added by the 1996 Act. Section 258 makes it 
unlawful for any telecommunications carrier to 
submit or execute a change in a subscriber’s car- 
rier selection except in accordance with the 
Commission’s verification procedures, and pro- 
vides that any carrier that violates these procedures 
and collects charges for telecommunications ser- 
vice from a subscriber after such violation shall 
be liable to the subscriber’s properly authorized 
carrier for all charges collected. 


The FNPRM sought comment on, among other 
things, the application of the Commission’s veri- 
fication rules to all telecommunications carriers; 
the application of the verification rules to preferred 
carrier freezes, which prevent carrier changes un- 
less the subscriber gives express written or oral 
consent to the carrier from whom the freeze was 
requested; the application of the verification rules 
to in-bound telemarketing; and the appropriate sub- 
scriber-to-carrier liability, carrier-to-carrier liability 
and carrier-to-subscriber liability. 


Price Cap Performance Review For 
Local Exchange Carriers Fourth 
Report and Order 

(CC Docket No. 94-1) 


Price Cap regulation creates incentives for incum- 
bent local exchange carriers (LECs) to operate 
more efficiently and to introduce innovative new 
services in order to maximize their profits. Under 
price cap regulation, rates are capped by a price 
cap index (PCI) based on a formula that limits 
maximum rate changes in any one year to the rate 
of inflation (measured by the Gross Domestic Prod- 
uct Price Index), minus an “X-Factor.” Previously, 
LECs were permitted to choose one of three X- 
Factors -- 4.0, 4.7, and 5.3 percent. 


Incumbent LECs electing either of the two lower 
X-Factors were required to share, or give back to 
their customers, a portion of their earnings above 
certain levels. LECs earning below certain levels 
were permitted to make a low-end adjustment to 
raise their PCIs. In the Price Cap Fourth Report 
and Order released on May 21, 1997, the Com- 
mission in pertinent part adopted a single X-Fac- 
tor of 6.5 percent. 


63rd FCC Annual Report FY97 


The Commission also eliminated sharing obliga- 
tions, but retained the low-end adjustment mecha- 
nism. The Commission determined that the 6.5 
percent X-Factor better reflects the LECs’ histori- 
cal productivity growth, and that elimination of 
sharing is warranted because sharing blunts LECs’ 
incentives to become more efficient. 


Revocation Proceeding Against Carri- 
ers Alleged To Have Violated Unautho- 
rized Changes Of Consumers Long 
Distance Carriers “Slamming” Rules 
(CC Docket No. 97-144). 


On July 13, 1997, the Commission released an 
Order to Show Cause and Notice of Opportunity 
for Hearing (Fletcher Order) taking unprecedented 
action against companies owned by Daniel Fletcher 
(Fletcher Companies). The Fletcher Companies 
had been the subject of over 1,000 consumer com- 
plaints, most alleging the unauthorized conversion 
of a consumer’s long distance service (slamming). 


In addition to the alleged slamming incidents, the 
Fletcher Companies refused to accept or respond 
to Official Commission Notices of Informal Com- 
plaint, failed to designate agents for the receipt of 
official notices, failed to provide legitimate busi- 
ness addresses, and failed to file tariffs. 


The Fletcher Order designated for hearing the is- 
sue of whether the common carrier operating au- 
thority of the Fletcher Companies should be re- 
voked. In addition, the Order directed the princi- 
pals of the Fletcher Companies to show cause why 
they should not be ordered to cease and desist from 
any further provision of interstate common carrier 
services without the prior consent of the Commis- 
sion. 
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The Fletcher Order protects consumers from car- 
riers that are either unwilling or unable to conduct 
lawful common carrier operations. It also gives 
notice to the entire industry that unlawful activi- 
ties will not be tolerated. 
‘SBC Section 271 Application To Pro- 
ı vide In-Region, Interlata Services 
; In Oklahoma 
'(CC Docket No. 97-121) 

On April 11, 1997, SBC filed a section 271 appli- 
cation for authorization to provide in-region, 
interLATA service in Oklahoma. On June 26, 
1997, the Commission denied SBC's application, 
concluding that SBC had not met the statutory re- 
quirements to enter the long distance market in a 
state within its local service region. 


Specifically, the Commission found that SBC was 
not eligible to proceed under Track A because it 
had failed to demonstrate that there was a compet- 
ing facilities-based provider of telephone exchange 
service to both residential and business subscrib- 
ers in Oklahoma. The Commission also concluded 
that SBC was not eligible to pursue in-region, 
interLATA entry in Oklahoma under Track B be- 
cause it had received requests from potential com- 
petitors to connect to its network that, if imple- 
mented, would lead to the provision of the type of 
competing local telephone service described in 
Track A. 


‘Publishing Proceeding 
(CC Docket No. 96-152) 


On February 7, 1997, the Commission released the 
Telemessaging/Electronic Publishing Order, which 
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implemented the non-accounting separated affili- 
ate, joint marketing, and  nondiscrimination re- 
quirements of section 274 and the nondiscrimina- 
tion safeguards of section 260. The 1996 Act sets 
forth specific statutory requirements for BOC pro- 
vision of electronic publishing and incumbent LEC 
provision of telemessaging services. 


Pursuant to section 274, a BOC that chooses to 
provide electronic publishing services must do so 
either through a “separated affiliate" or an “elec- 
tronic publishing joint venture" and must comply 
with certain joint marketing restrictions and non- 
discrimination requirements. Section 260 estab- 
lishes nondiscrimination requirements applicable 
to all incumbent LECs providing telemessaging 
services. 


Also on February 7, 1997, the Commission released 
a Further Notice of Proposed Rulemaking seeking 
comment on the meaning of “control” and “finan- 
cial interest" for the purpose of determining what 
constitutes BOC provision of electronic publish- 
ing services and on certain aspects of section 
274(b)(3)(B). That provision requires BOCs and 
their separated affiliates or electronic publishing 
joint ventures “to carry out transactions pursuant 
to written contracts or tariffs that are filed with the 
Commission and made publicly available." 


Telephone Number Portablility 
(CC Docket No. 95-116) 


To remove the barrier to local competition caused 
by the inability of customers to retain their tele- 
phone numbers when changing local service pro- 
viders, section 251(b)(2) of the amended 1934 
Communications Act requires all LECs, both in- 
cumbents and new entrants, *to provide, to the 
extent technically feasible, number portability in 


accordance with requirements prescribed by the 
Commission.” To prevent the cost of providing 
number portability from itself becoming a barrier 
to local competition, section 251(e)(2) requires that 
“[t]he cost of establishing telecommunications 
numbering administration arrangements and num- 
ber portability shall be borne by all telecommuni- 
cations carriers on a competitively neutral basis as 
determined by the Commission.” The Commission 
released a combined First Report and Order and 
Further Notice of Proposed Rulemaking in July 
1996 to begin implementing number portability. 
In the Order, the Commission directed LECs to 
use currently available techniques such as call for- 
warding to offer an interim form of number port- 
ability. The call forwarding solution, however, 
requires two telephone numbers for each customer 
who changes carriers. Consequently, the Order 
requires carriers to implement a long-term data- 
base solution that avoids using two telephone num- 
bers for each customer. 


On March 6, 1997, in the First Memorandum Opin- 
ion and Order on Reconsideration, the Commis- 
sion generally affirmed, with a few modifications, 
its rules governing the deployment of local tele- 
phone number portability earlier set forth in the 
First Report and Order in this docket. Telephone 
number portability refers to the ability of residen- 
tial and business consumers to retain their tele- 
phone numbers when switching from one local 
telephone service provider to another. The provi- 
sion of local number portability is one of the obli- 
gations that the 1996 Act imposed on all local ex- 
change carriers in order to promote a pro-com- 
petitive, deregulatory national telecommunications 
policy framework. 


Congress recognized that number portability will 
lower barriers to entry and promote competition 
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in the local exchange marketplace by enabling 
customers to switch to a new local service pro- 
vider without having to change their telephone 
numbers. 


Once number portability is implemented, consum- 
ers will be able to select a local telephone com- 
pany based on service, quality, and price, rather 
than on a desire to keep a particular telephone num- 
ber. On August 18, 1997, the Commission adopted 
a number of recommendations made by the North 
American Numbering Council regarding, among 
other things, the technical and operational stan- 
dards for the provision of number portability by 
wireline carriers. 

‘Toll Free Service Access Codes 
(CC Docket No. 95-155) ————. 
On April 11, 1997, the Commission released a 
Second Report and Order that adopted rules to 
promote the efficient use of toll free numbers and 
to ensure that numbers are distributed in a fair, 
orderly, and equitable manner. The Commission 
also found that warehousing, hoarding, and 
brokering of toll free numbers are contrary to the 
public interest and subject to sanction by the Com- 
mission. 


'Univeral Service 
(CC Docket Nos. 96-45, — : 
96-262, 94-1, 91-213, 95-72) 


I 
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On May 8, 1997, the Commission released the Uni- 
versal Service Report and Order addressing the 
universal service provisions of the 1996 Act. In- 
cluded among the issues were: the principles of 
universal service, including competitive neutral- 
ity; services to be included within the definition of 
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universal service; the influence of affordability on 
subscribership; the criteria for designating telecom- 
munications carriers eligible for universal service 
support; service areas and unserved areas; sup- 
port for both rural and non-rural high cost local 
exchange carriers; universal service support for low 
income consumers; issues unique to insular areas; 
methods of supporting and enhancing deployment 
of telecommunications services to schools and li- 
braries and rural health care providers; interstate 
subscriber line charges and carrier common line 
charges; and administration of universal service 
programs. 


On July 18, 1997, the Commission released a Fur- 
ther Notice of Proposed Rulemaking seeking com- 
ment on the mechanism the Commission should 
adopt to estimate the forward-looking economic 
costs that non-rural carriers would incur to pro- 
vide universal service in rural, insular, and high 
cost areas. The Commission sought comment on 
the platform design and input values it should adopt 
in the selected mechanism to estimate the cost of 
each of the elements of the telephone network nec- 
essary for non-rural LECs to provide universal 
service to high cost areas. 


On July 18, 1997, the Commission released a Re- 
port and Order in CC Docket No. 97-21 and Sec- 
ond Order on Reconsideration in CC Docket No. 
96-45 directing the National Exchange Carrier 
Association, Inc. (NECA) to create an indepen- 
dently functioning not-for-profit subsidiary (the 
Universal Service Administrative Company) 
through which it would administer temporarily 
certain portions of the federal universal service 
support mechanisms. The Commission determined 
that the USAC Board of Directors will consist of 
17 members representing contributors to and ben- 
eficiaries of the universal service support mecha- 
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nisms, as well as a representative of state telecom- 
munications regulators. As a condition of its ap- 
pointment as temporary Administrator, the Com- 
mission further directed NECA to create the 
Schools and Libraries Corporation and Rural 
Health Care Corporation to perform all functions 
associated with administering the schools and li- 
braries and rural health care programs, respectively, 
except those directly related to billing and collect- 
ing universal service contributions and disbursing 
support. The Commission also established require- 
ments by which the Commission will calculate and 
approve the quarterly universal service contribu- 
tion factors. 


On August 15, 1997, the Commission released an 
Order directing the National Exchange Carrier As- 
sociation to perform certain functions on behalf 
of the universal service administrative companies 
to the extent that the performance of such func- 
tions was necessary to meet the January 1, 1998, 
starting date for the new universal service support 
mechanisms. 


On September 4, 1997, the Commission issued a 
Further Notice of Proposed Rulemaking address- 
ing whether the $0.53 presubscribed interexchange 
carrier charge for Lifeline customers who elect toll 
blocking should be waived and whether these 
waived charges should be supported by the low 
income program of the federal universal service 
support mechanisms and recovered in a competi- 
tively neutral manner through contributions from 
all telecommunications carriers. 
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Cable Services Bureau 


continued to work on a number of major proceedings 
related to the 1996 Telecommunications Act. Increas- 
ing competition in the markets for the delivery of multi-chan- 
nel video programming continues to be a major objective of the 
Cable Services Bureau. The Cable Services Bureau was cre- 
ated in 1993 following the passage of the 1992 Cable Act and 
b. 4 has worked since that time on issues related to the cable televi- 
sion industry and other multi-channel video programming pro- 
viders. In addition to promoting competition, other important 
policy areas include:promoting the availability to the public of 
cable television service; ensuring growth and development in 
the cable industry; and ensuring reasonable rates for consumers 

in areas that do not have competition to the cable system. 


- uring the past fiscal year, the Cable Services Bureau 
Overview I) dus d 
pw 


The Bureau provides a single point-of-contact for consumers, 
community officials and the industry for cable related issues 
pending before the Commission. Other duties include policy 
and rulemaking in cable television and enforcement of the cable 
television related provisions of the 1996 Telecommunications 
Act and the 1992 Cable Act. 


The Bureau continues to receive and process cable rate com- 
plaints. Since the revised cable rate complaint process began in 
February 1996, the Bureau has received over 300 valid rate com- 
plaints from communities nationwide. Other regular filings to 
the Bureau included applications to operate open video sys- 
tems (OVS) and area of dominant influence (ADI) cases in- 
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volving “Must Carry” disputes between broadcast 
television stations and cable system operators 


The Cable Services Bureau is organized into four 
divisions: Policy and Rules, Financial Analysis and 
Competition, Consumer Protection and Competi- 
tion, and Engineering and Technical Services. The 
Bureau also handles public inquiries and inquiries 
from other governmental offices through the Of- 
fice of Government and Public Outreach. 


During FY97 the Bureau’s customer service assis- 
tants responded to 20,460 telephone inquiries and 
8,723 informal written inquiries and complaints 
concerning cable service. Additionally, the Bu- 
reau received more than 40,000 “hits” on its 
Internet homepage (which was created in July 
1996) and approximately 225 e-mail messages per 
month from persons requesting information. 


In FY97 the Bureau received and responded to 
more than 850 written inquiries from Members of 
Congress and staff concerning the cable television 
industry and the marketplace for multichannel 
video programming services. The Bureau also 
responded to hundreds of telephone inquiries from 
Congress on on these and related matters. Many 
of the inquiries from Members of Congress in- 
volved provisions of the Telecommunications Act 
of 1996 and the rules the Commission has adopted 
over the past 18 months to implement the new law. 
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Major Proceedings 


TV Ratings 
‘(CS Docket No. 97-55) 


In FY97 the Commission issued a Public Notice 
seeking comment on a joint proposal submitted by 
the National Association of Broadcasters, the Na- 
tional Cable Television Association and the Mo- 
tion Picture Association of America describing a 
voluntary system for rating video programming 
(the “industry ratings proposal"). The 
Commission’s Public Notice was issued pursuant 
to Section 551 of the Telecommunications Act of 
1996, which directs the Commission to determine 
whether video programming distributors have de- 
veloped an acceptable TV ratings system for use 
with the so-called “V-chip.” 


The Commission received formal written com- 
ments and hundreds of informal comments (both 
via U.S. mail and via a dedicated e-mail address) 
from interested parties regarding the industry rat- 
ings proposal. The industry TV ratings proposal 
was subsequently modified and the Commission 
issued another Public Notice in FY97 seeking com- 
ment on the revised proposal. 


Commercial Leased Access 
(CS Docket No. 96-60) 


In FY97 the Commission adopted an Order revis- 
ing its cable commercial leased access rules. The 
revised rules were promulgated pursuant to Sec- 
tion 612 of the Communications Act, as amended 
by the 1992 Cable Act, which establishes a leasing 
framework to provide access to cable channel ca- 
pacity by parties unaffiliated with the cable opera- 
tor. 


A key feature of the revised rules is the adoption 
of the “average implicit fee” formula for calculat- 
ing the maximum reasonable rate for leased ac- 
cess programming that is carried on a program- 
ming tier. The average implicit fee for tiered ser- 
vices represents the average amount non-leased 
access programmers effectively pay the operator 
for carriage. The adoption of the average implicit 
fee should result in lower rates for leased access 
programmers, although the Commission’s goal was 
to establish a maximum reasonable rate, not nec- 
essarily to lower the rate. 


The Order also grants leased access programmers 
the right to demand access to a programming tier 
with more than 50% subscribership. In addition, 
part-time programmers are protected from exces- 
sive rates because cable operators are required to 
prorate the daily leased access rate for part-timers 
(time-of-day-adjustments are permitted, but the 
total cannot exceed the daily rate). 


However, the disruption of existing non-leased 
access programming by intermittent part-time pro- 
gramming is minimized because an operator need 
not open a second channel for part-time leased 
access until the first channel carries at least 18 hours 
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of part-time programming per day (unless a part- 
time programmer is willing to take eight hours a 
day every day for a year). 


I 
I 
- 


Competition in the Video 
Programming Delivery Market : 
(CS Docket No. 97-141) 


The Commission is required to submit an annual 
report to Congress “on the status of competition 
in the market for the delivery of video program- 
ming.” The Commission adopted a Notice of In- 
quiry designed to solicit comments and informa- 
tion to be used in conjunction with publicly avail- 
able information and filings submitted in relevant 
Commission proceedings to prepare the fourth an- 
nual report. The Commission plans to submit the 
report to Congress by the end of 1997. 


The Notice invited commenters to submit data, 
information and analysis regarding the cable in- 
dustry, existing and potential competitors to cable 
systems, prospects for increasing competition in 
markets for delivery of video programming, tech- 
nical advances that affect competition, and indus- 
try and market structure. 


In the Notice, the Commission sought comment 
to update its assessment of the provisions of the 
1996 Act that were intended to remove barriers to 
competitive entry and to establish market condi- 
tions that promote competitive firm rivalry in video 
distribution markets. Commenters were asked to 
identify and comment on existing statutory provi- 
sions, laws and regulations they perceive as re- 
straining competition or inhibiting development 
of robust competition in markets for the delivery 
of video programming. The Notice also requested 
information to examine competition in local mar- 
kets through case studies of local markets where 


Cable Services Bureau 39 


63rd FCC Annual Report 


cable operators faced actual competition from mul- 
tichannel video programming distributor entrants. 
As provided in the Commission’s July 1996 Re- 
port to Congress concerning Video Programming 
Accessibility, the Notice solicited information on 
methods and schedules for providing greater ac- 
cessibility to video programs for persons with vi- 
sual disabilities. 


I 
l 
- 


Programming | 
(MM Docket No. 95-176) — ; 

The Commission adopted a Report and Order es- 
tablishing rules for closed captioning of video pro- 
gramming as required by the 1996 Act. The 1996 
Act generally directed the Commission to adopt 
rules and implementation schedules for captioning 
of video programming, regardless of distribution 
technology, to ensure access to video programming 
by people with hearing disabilities. The 1996 Act 
also authorized the Commission to exempt classes 
of programming for which the provision of closed 
captioning would be economically burdensome. 
The rules adopted by the Commission will increase 
the amount of closed captioned programming avail- 
able to the more than 22 million Americans with 
hearing disabilities. 


TCI Cablevision v. City of Troy, MI 
(FCC 97-331) 


In July 1996 TCI Cablevision of Oakland County, 
Inc. (TCI) filed a petition seeking relief against 
the City of Troy, Michigan for violations of the 
1996 Telecom Act. 


The Commission found that Troy violated the Act 
by placing a telecommunications condition in its 


grant of cable construction permits. The Commis- 
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sion held that Troy could not place a condition re- 
lated to a cable operator’s provision of telecom- 
munications services in a cable permit issued pur- 
suant to its cable franchising authority. Troy’s in- 
sistence on including its telecommunications con- 
dition in a cable permit impermissibly mixed these 
separate spheres. 


The Commission declined to resolve TCT's chal- 
lenges under section 253 of the Act to particular 
provisions of the Troy Ordinance because its deci- 
sion addressing TCI’s claims under section 
621(b)(3)(B) resolved the actual controversy be- 
tween the parties. 


In light of this circumstance, and because TCI had 
stated that it had no intention of entering the tele- 
communications markets in Troy, the Commission 
found that the Troy Telecommunications Ordi- 
nance no longer directly affected the operations of 
TCI within the City. The Commission, however, 
noted how redundant and potentially inconsistent 
levels of regulation of telecommunications services 
and service providers may deter or discourage com- 
petition. It reiterated the shared duty of all levels 
of government under the Telecommunications Act 
of 1996 to encourage the development of competi- 
tive telecommunications markets. 


Pole Attachments 
(CS Docket No. 97-151) 


The Commission adopted a Notice of Proposed 
Rulemaking seeking comment on proposed revi- 
sions to the Commission’s rules relating to the 
maximum just and reasonable rates utilities may 
charge for attachments made to a pole, duct, con- 
duit or right-of-way. The impetus of the Notice 
was a Petition for Clarification, or in the alterna- 
tive, a waiver of the formulas for computing maxi- 


mum reasonable pole attachment rates filed by 
Southwestern Bell (SWB). In its Petition, SWB 
asserted that in certain cases application of the 
current pole attachment formula resulted in a nega- 
tive rate. The Notice sought comment as to whether 
the current pole attachment formula should be 
modified or adjusted to eliminate certain anoma- 
lies and rate instabilities that could cause a nega- 
tive pole attachment rate. 


The Commission also sought comment on other 
aspects of the existing pole attachment formula that 
certain parties believed required modification. In 
addition, the Commission sought comment on re- 
vising its current pole attachment formula to re- 
flect the change made in 1988 to replace the Part 
31 accounting system with the Part 32 Uniform 
System of Accounts. Finally, the Commission 
sought comment on a proposed conduit method- 


ology. 


In continuing its implementation of the 1996 
Telecom Act, the Commission adopted a Notice of 
Proposed Rulemaking to implement Section 703(e) 
by establishing a new methodology for pole at- 
tachment rates for various providers of telecom- 
munications services. The 1996 Act created a dis- 
tinction between pole attachments used by cable 
systems solely to provide cable service and pole 
attachments used by cable systems or by telecom- 
munications carriers to provide any telecommuni- 
cations service. 


Section 703(e) of the 1996 Act prescribed a new 
methodology for determining pole attachment rates 
for telecommunication carriers. The Commission 
must prescribe the new methodology for telecom- 
munications carriers within two years of enactment 
of the 1996 Act, with these rules becoming effec- 
tive five years from enactment. This Notice seeks 
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comment regarding implementation of a method- 
ology to ensure just, reasonable, and nondiscrimi- 
natory pole attachment and conduit rates for tele- 
communication catriers. 


Marcus Cable Associates, L.P. v. Texas 
Utilities Electric Company 


The Bureau released an Order and Declaratory 
Ruling which found that several sections of Texas 
Utilities’ pole attachment agreements with cable 
companies were anti-competitive because they hin- 
dered the cable companies’ development of two- 
way service offerings. Consequently, these sec- 
tions were terminated in all of Texas Utilities’ pole 
attachment agreements. 


Cable Rate Complaints 


The Bureau continued its efforts at resolving cable 
programming services tier (“CPST”) rate com- 
plaints this past year. The Telecommunciations 
Act of 1996 and FCC rules require that complaints 
against the CPST rate be filed with the Commis- 
sion by a local franchising authority (LFA) that 
has received subscriber complaints. An LFA may 
not file a CPST rate complaint unless, within 90 
days after such increase becomes effective, it re- 
ceives more than one subscriber complaint. 


Filing a valid complaint triggers an obligation on 
behalf of the cable operator to file a justification 
of its CPST rate. The 1996 Act requires that the 
Commission issue a final order resolving the com- 
plaint within 90 days of its receipt. If the Com- 
mission finds the rate to be unreasonable, it deter- 
mines the correct rate and any refund liability. 
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During this past year the Bureau received 336 com- 
plaints filed by local franchise authorities. In 70% 
of these cases, the operator’s rates were found to 
be reasonable. In the remaining 30% of cases, the 
Bureau ordered a rate reduction and refund. The 
Bureau also continues to process complaints filed 
prior to the passage of the 1996 Act. In this past 
year, the Bureau reviewed over 2,282 rate com- 
plaints resulting in 448 rate decisions being issued. 
The Bureau also resolved additional complaints 
through negotiated settlement of rate complaints 
with major cable operators. 


The Bureau’s efforts in this regard continued to 
reduce administrative burdens on all parties and 
also provided subscribers with immediate refunds 
in many instances. The Commission, through the 
use of social contracts and rate resolutions, has 
resolved or proposed to resolve rate complaints 
affecting 25.4 million subscribers. To date, sub- 
scriber refunds ordered or proposed to be paid as a 
result of social contracts and resolutions total ap- 
proximately $54.4 million. 


Consistent with the Commission’s adoption of so- 
cial contracts and rate resolutions with major cable 
operators, the Commission this year approved two 
additional rate resolutions with Adelphia and 
Viacom. The Commission currently has two ad- 
ditional resolutions pending which if adopted, will 
result in $9.5 million in refunds to 1.3 million sub- 
scribers. These resolutions provide for a non-ad- 
judicatory solution to rate complaints, providing 
certainty to operators and speedy refunds to con- 
sumers. 
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Highlights of the Resolutions adopted 
during this fiscal year include: 


*Adelphia which covered 523,000 subscribers, 
provided for $2.5 million in refunds and re- 
solved 64 rate complaints. 


* Viacom which covered 1.8 million subscribers, 
provided for $855,000 in refunds and resolved 
186 rate complaints. 
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Compliance and Information Bureau 


H he Compliance and Information Bureau (CIB) is one 
Ove VIEW of the FCC's primary points of contact with the public. 
A CIB, through its headquarters staff and various field 


offices, informs and educates licensees and permittees of im- 

portant or new regulations and ensures compliance with FCC 

C OO rules. It advises consumers about measures they can take to 

combat fraud and other illegal practices in the provision of 

communication services. It informs the Commissioners and 

wr other Bureaus about telecommunications problems and the 

needs of users and it uses its technical expertise to solve prob- 
lems in the communications environment. 


A 
A 
—— 


The Bureau carries out its programs to serve the public and the 
Commission through 16 district offices, nine resident agent 
facilities, a toll-free National Call Center, and 14 remotely con- 
trolled monitoring and radio direction-finding sites located 
throughout the United States. Field office activities are di- 
rected by three regional offices. The Bureau’s radio direction- 
finding network is controlled from its Columbia, MD, Opera- 
tions Center. CIB also maintains a Communications and Cri- 
sis Management Center at its Washington, DC, headquarters. 


The Bureau’s field offices are the vital link with the public, 
licensees, and other users of the radio spectrum. Program and 
policy development for the Bureau is the responsibility of the 
Bureau’s Divisions and other Offices located at the FCC’s head- 
quarters in Washington, DC. 
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The Compliance Division administers the com- 
pliance program. The Compliance Division staff 
in Washington is composed of the Investigations 
Group and the Legal Services Group. The com- 
pliance program involves field office and division 
staff activities such as inspecting radio stations for 
compliance with the Communications Act and the 
Commission’s Rules, investigating the unlicensed 
or unauthorized operation of radio stations, resolv- 
ing radio frequency interference problems not suit- 
able for private sector resolution, and providing 
assistance to public safety and law enforcement 
agencies experiencing radio communications prob- 
lems. CIB pursues administrative sanctions, as well 
as civil and criminal court actions, against persons 
and entities that violate the Communications Act 
and/or the Commission’s Rules. During FY97 the 
Division, with the assistance of CIB’s field offices, 
conducted a number of significant compliance and 
fact-gathering inquiries, as well as investigative ini- 
tiatives for other Commission Bureaus and Offices. 


During FY97 the'Emergency Alert System (EAS) 


Staff started work on the Working Group on Natu- 
ral Disaster Information Systems (NDIS) for the 
Office of Science and Technology Policy (OSTP). 
Its participation in this project will continue 
through FY98. The EAS headquarters staff along 
with the district offices staff participated in over 
100 EAS workshops and seminars in FY97. Work- 
shop participants included broadcasters, cable op- 
erators, federal, state and local officials. Many of 
the workshops were hosted by FCC appointed State 
EAS Chairs who work voluntarily in developing 
EAS plans for their state and community. In FY97 
CIB reviewed 46 State/Territory and 50 local EAS 
plans. CIB developed AM/FM and TV EAS Hand- 
books as training tools for broadcasters in using 
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EAS. The CIB EAS Staff issued one loan agree- 
ment and nine terminations in the Broadcast Sta- 
tion Protection Program in FY97 with an equip- 
ment value of over $100,000. The staff fulfilled 
over 4,000 requests for EAS information and ma- 
terials. 


The' National Call Center (NCC) provides a cen- 
tral location for ‘timely, up-to-date, and accurate 
information on FCC matters with the aid of state- 
of-the-art technological tools. The Commission 
established the National Call Center as a toll-free, 
incoming call management system staffed by con- 
sumer and communications industry specialists. In 
FY97 the NCC handled more than 500,000 cus- 
tomer inquires. The highest volume of calls re- 
ceived durinig FY97 concerned potential violations 
of telephone consumer protection laws, including 
the unauthorized switching of residential long dis- 
tance telephone service, or “slamming.” Large 
numbers of calls also involve interference com- 
plaints and questions, the placement of direct 
broadcast satellite dishes, and the rates and ser- 
vices offered by cable television system operators. 


The Technology Division supports the Bureau’s 
compliance and public information functions 
through the Equipment and Standards Group 
(ESG) in Washington, DC, and the Equipment De- 
velopment Group (EDG) in Powder Springs, GA. 
ESG establishes and reviews technical measure- 
ment procedures to determine compliance with 
FCC regulations and to provide regulatory feed- 
back. It also develops the technical specifications 
for equipment used by FCC field offices, provides 
equipment and facilities used by those offices and 
analyzes and interprets data collected by the field 
offices to improve CIB’s operational effectiveness. 
EDG designs and constructs specialized equipment 


for field use that cannot be purchased “off the shelf" 
or economically contracted for in small quantities. 
It also has a patent program to protect the 
Commission’s investment in unique devices that 
have been developed and patented by EDG. 


In FY97 the Bureau completed construction and 
implementation of a new remotely controlled In- 
terferometric Radio Direction Finding System at 
monitoring stations that were formerly staffed by 
Bureau personnel. Applications for patents for 
some aspects of the technical design of this sys- 
tem are being filed. The Bureau also began design 
and installation of a fixed automatic DF system 
(FADP) for the Washington, DC, metropolitan area. 
This system will allow the Bureau to locate inter- 
ference and resolve problems in the VHF and UHF 
frequency range that threaten important commu- 
nications channels. The ESG conducted studies 
regarding potential interference to the Bureau's 
direction-finding network on over 100 license ap- 
plications from the Mass Media Bureau and other 
Bureaus impacting on CIB's radio signal analysis 
capabilities, and on spectrum noise floor issues. 
ESG also arranged to have FADF systems built by 
a private contractor to meet demand for FADF sys- 
tems by other agencies outside the Commission. 
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MajorProceedings 


NN 


Civil Monetary Penalties, Amendment 
of Section 1.80 
(CI Docket No. 95-6) 


In response to the Debt Collection Improvement 
Act of 1996, Commission adopted an order on 
January 3, 1997, that adjusted the statutory maxima 
for civil monetary penalties assessed by the Com- 
mission. 


Reminder to Small Businesses about 
Availability of Information and Guid- 
ance from the FCC, released March 28, 
1997. 


In response to the enactment of the Small Busi- 
ness Regulatory Enforcement Fairness Act 
(SBREFA) that required federal agencies to make 
information more readily available to small busi- 
nesses and to consider the impact fines would have 
on small entities, the Commission issued a press 
release explaining the manner in which the public 
can obtain information about virtually any aspect 
of the Commission, including regulations and en- 
forcement policies, citing the National Call Cen- 
ter. 
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Forfeiture Policy Statement and Guide- 
lines, Amendment of Section 1.80 


On June 19, 1997, the Commission adopted a Re- 
port and Order issuing a revised monetary forfei- 
ture policy statement and guidelines for assessing 
forfeitures and an amendment to the rules to in- 
corporate these guidelines. The Policy Statement 
reflects the increase in the maximum dollar 
amounts for forfeitures that the Commission could 
impose under Section 503(b) and under other sec- 
tions of the Communications Act. 


Order Amendment to Part 1,Section 7 
Radio Broadcasting to Cuba Act (Radio 
Marti) 


Adopted an Order July 29, 1997, to remove Sec- 
tions 1.1701 through 1.1712 of the Commission's 
Rules which implemented Section 7 of the Radio 
Broadcasting to Cuba Act. Section 7 provided for 
a specific four-year compensation program for U.S. 
broadcast stations receiving interference from 
Cuba. The rules were eliminated because Con- 
gress made no further authorization or appropria- 
tion of funds for Radio Marti after the initial ap- 
propriation in 1984. 


On September 24, 1997, the Commission adopted 
a Second Report and Order regarding the Emer- 
gency Alert System (EAS). The Second Report 
and Order modified the EAS as it applies to cable 
systems and declined to adopt an exemption from 
the requirements of the EAS based on the size of a 
cable system, because such an exemption would 
be inconsistent with the FCC's statutory mandate. 
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The Second Report and Order did, however, adopt 
rules that will permit certain small cable systems 
either to provide the national level EAS message 
on all programmed channels or to install EAS 
equipment. Additionally, the Commission pro- 
vided a phase-in period with additional time for 
cable television operators to comply with these 
and other EAS requirements. Additionally, the Sec- 
ond Report and Order adopted rules in response 
to issues raised by persons with hearing disabili- 
ties that require larger cable systems to provide 
both audio and video messages on all channels. 


In adopting the item the Commission stated that 
the requirements of existing local franchise agree- 
ments for special warning systems will not be pre- 
empted by the EAS so long as they do not conflict 
with the EAS requirements under Commission 
rules. Additionally, the Commission encouraged 
local authorities to use the EAS to alert the public 
of emergency situations. The Commission encour- 
ages all public service providers to voluntarily par- 
ticipate in EAS. 
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Intemational Bureau 


Ove rview he mission of the International Bureau is to promote 
efficient, reasonably priced, widely available, 
Fw reliable, timely, innovative and high quality domestic 

——— and global communications services. 

- —— S 

In pursuit of this mission, the Bureau develops, recommends 
and administers policies, standards, procedures and programs 
Wv for the authorization and regulation of international telecom- 


munications facilities and services and the licensing of domes- 
tic and international satellite systems. The Bureau advises and 
recommends to the Commission, or acts for the Commission 
under delegated authority, in the development and administra- 
tion of international telecommunications policies and programs. 


The Bureau consists of three Divisions. 


The Planning And Negotiations Division directs and coordi- 
nates, in consultation with other Bureaus and Offices as appro- 
priate, Commission negotiations with Mexico, Canada and other 
countries regarding international agreements. The Division rep- 
resents the Commission in international conferences and meet- 
ings involving radio frequency assignment related matters and 
ensures that Commission regulations, procedures and frequency 
allocations comply with international and bilateral agreements. 
The Planning and Negotiations Division consists of two 
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branches: Negotiations Branch and Notifications 
Branch. The Division is also responsible for imple- 
mentation of all notifications and coordinations 
provisions adopted as a result of these international 
conferences. 


The Satellite And Radiocommunication Division 
deals with policies, rules, procedures and standards 
for licensing and regulating satellite space and earth 
station facilities, both domestic and international. 
It undertakes Commission responsibilities under 
the Communications Satellite Act for the oversight 
of Comsat as the U.S. signatory to INTELSAT and 
Inmarsat. The Division represents the Commis- 
sion in international conferences and meetings in- 
volving radio-related telecommunications matters 
such as satellites, spectrum allocation, standards, 
broadcasting, aviation, maritime and safety of life 
at sea in the International Telecommunication 
Union (ITU) and other international fora. The 
Satellite and Radiocommunication Division con- 
sists of three branches: Radiocommunication 
Policy Branch, Satellite Policy Branch and Satel- 
lite Engineering Branch. 


The Telecommunications Division deals with the 
authorization and regulation of international tele- 
communications facilities and services. It repre- 
sents the Commission at international conferences 
and meetings involving non-radio related telecom- 
munications matters. The Division directs and co- 
ordinates Commission participation in bilateral 
telecommunications discussions and provides as- 
sistance in telecommunications trade negotiations. 
The Telecommunications Division consists of two 
branches: Policy and Facilities Branch and Multi- 
lateral and Development Branch. 


The International Bureau maintains a public ref- 
erence center containing all non-docketed public 
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files of Bureau related matters, enabling the pub- 
lic to satisfy all international and satellite refer- 
ence needs at one central location. The public ref- 
erence center is located at 2000 M Street, N.W., 
Room 102, Washington, D.C. 20554. Types of 
documents available include: Applications and au- 
thorizations (International Section 214; interna- 
tional earth station; domestic and international 
space stations; domestic and international earth 
stations; direct broadcast satellite; cable landing; 
international public fixed radio and recognized 
private operating agency); released Intelsat and 
Inmarsat documents; international treaties and 
agreements; international operating agreements; 
International Telecommunications Union (ITU) 
publications; tariff and accounting rate informa- 
tion. 


MajorProceedings 


' Flexibility Order | 

| (CC 90-337, Phase ID. — | 
On November 26, 1996, the Commission adopted 
a Fourth Report and Order that permited flexibil- 
ity in its accounting rate policies. The new rules 
permit U.S. carriers to enter into more economi- 
cally efficient arrangements for terminating their 
international traffic where competitive conditions 
exist on the foreign end of an international route. 
U.S. carriers can negotiate alternative international 
settlement payment arrangements that deviate from 
the requirements of the Commission's International 
Settlements Policy with any foreign correspondent 
in a country that meets the effective competitive 
opportunities (ECO) test adopted by the Commis- 
sion last year or, under certain circumstances where 
the ECO test is not met. 


Foreign Carrier Participation Notice 
(IB Docket Nos. 97-142, 95-22) 


On June 4, 1997, the FCC adopted a Notice of Pro- 
posed Rulemaking (NPRM) that proposes a policy 
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that would liberalize entry into the U.S. telecom- 
munications market for most foreign-affiliated car- 
riers. The NPRM proposes to remove the equiva- 
lent competitive opportunities (ECO) test with an 
open entry standard for applicants from WTO 
Members. These applicants would no longer be 
required to demonstrate that their markets offer 
effective competitive opportunities in order to: (1) 
obtain Section 214 authority to provide interna- 
tional facilities-based, resold switched and resold 
non-interconnected private line services; (2) re- 
ceive authorization to exceed the 25 percent indi- 
rect foreign ownership benchmark in Section 
310(b)(4) of the Communications Act for wire- 
less licenses; or (3) receive submarine cable land- 
ing licenses. The Commission also proposes to 
remove the equivalency test, a standard similar to 
the ECO test, for carriers seeking to provide 
switched services over private lines between the 
United States and WTO Members. The NPRM 
also proposes, however, to retain safeguards to 
prevent foreign carriers with market power from 
distorting competition in the U.S. market. In ad- 
dition, the Commission proposes to retain the au- 
thority to deny or condition such foreign carrier if 
required by the public interest. 

‘International Settlement Rate ' 
'Benchmarks Order 

'(IB Docket No. 96-261) 

On August 7, 1997, the Commission adopted a Re- 
port and Order that significantly reduced the cost 
of international long distance telephone service by 
setting new, lower benchmarks on international 
settlement rates. The Order required U.S. carriers 
to comply with the following benchmark rates: 15 
cents per minute for upper income countries; 19 
cents per minute for upper middle and lower 
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middle income countries; and 23 cents per minute 
for lower income countries. The Commission 
based these benchmark rates on foreign carriers’ 
publicly-available tariff rates and information pub- 
lished by the International Telecommunication 
Union and on each country’s economic develop- 
ment category. To ensure a gradual and smooth 
transition to the benchmark settlement rates, the 
Commission has adopted five transition periods in 
which settlement rates are to be reduced to the 
applicable benchmark rate. 


The transition periods correspond to the four in- 
come classifications used to calculate the bench- 
marks, with an additional category for settlement 
rates for countries that have teledensity — lines 
per one hundred inhabitants — of less than one. 
Because the subsidies embedded in current settle- 
ment rates could create competitive distortions in 
the U.S. market for international service, the Or- 
der imposes certain post-entry conditions in carri- 
ers’ service authorizations to address these poten- 
tial distortions. 


The Commission emphasizes that it may refrain 
from enforcing its Order if a satisfactory multilat- 
eral solution can be reached that will produce sub- 
stantially equivalent results in a timely manner. 


In April 1997 the Commission officially announced 
the winners of the satellite Digital Audio Radio 
Service (SDARS) auction held on April 1-2, 1997. 
The service is expected to provide continuous na- 
tionwide radio programming with compact disc 
(CD) quality sound. The Commission issued a 
Public Notice on April 5, 1997, that sets forth in- 
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formation regarding post-auction application and 
payment procedures. The winner of the first li- 
cense is Satellite CD Radio, Inc. with a bid of 
$83,346,000. The winner of the second license, 
with a bid of $89,888,888, is American Mobile 
Radio Corporation (AMRC). 


Both winners submitted further payments to the 
Commission, bringing their total deposits up to 20 
percent of their winning bids. Satellite CD Radio 
Paid $13,669,200 and AMRC paid $14,977,777. 
Both applicants filed amendments to their appli- 
cations on May 16 and these were put on Public 
Notice. Primosphere, an unsuccessful DARS bid- 
der, filed petitions to deny on both applications. 


Ka-Band Satellite System 
(CC Docket No. 92-297) 


The Ka-band generally refers to the 27.5-30.0 (up- 
link) and 17.7-20.2 GHz (downlink) bands. In July 
1996, the Commission released a Report and Or- 
der adopting a band segmentation plan for the Ka- 
band. The band plan accommodates both satellite 
and terrestrial systems. Satellite systems planned 
for the Ka-band will provide broadband interac- 
tive services such as: internet access; 
videoconferencing; telemedicine; and multimedia 
services. The Commission authorized one non-geo- 
stationary satellite orbit (NGSO) fixed-satellite ser- 
vice (FSS) system in March 1997. In May 1997, 
the Commission adopted an orbital assignment plan 
for geostationary satellite orbit (GSO) FSS sys- 
tems proposed in the Ka-band and authorized 13 
GSO FSS systems. 


Mobile Satellite Services 
(MSS) Below 1 GHZ (Little Leos) 


Little LEO (low earth orbiting) service is a non- 
voice, non-geostationary, mobile satellite service 
operating in spectrum below 1 GHz. Licensees 
will be able to provide two-way data services in- 
cluding emergency location, environmental data 
collection, vehicle tracking, and time-sensitive 
business and personal data communications ser- 
vices. There are two existing licensees in the ser- 
vice. On October 29, 1996, the Commission re- 
leased a Notice of Proposed Rulemaking propos- 
ing rules and policies to award additional licenses 
in the second processing round. 


The Notice proposed to award licenses to up to 
three applicants; limit the participants in the sec- 
ond processing round to applicants who are not 
existing licensees; and implement technical rules 
including the time-sharing of spectrum. The No- 
tice also sought comment on conducting an auc- 
tion, to resolve mutual exclusivity. 


In August 1997, GE-Starsys, a first round Little 
LEO licensee, returned its license to the Commis- 
sion and Orbital Sciences Corporation, parent of 
first round Little LEO licensee Orbcomm, acquired 
CTA, a second round applicant. The return of this 
license freed up additional spectrum for use in the 
second processing round. Two other second round 
applicants, CTA and GE Americom, have with- 
drawn from the second processing round. The five 
remaining second round applicants (Orbcomm, 
VITA, Leo One, Final Analysis and E-Sat) agreed 
to a spectrum sharing plan on September 22, 1997. 
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ı WTO/DISCO II 


‘(IB Docket No. 96-111, CC Docket No. 93-23).; 
Under the World Trade Organization (WTO) 
Agreement on Basic Telecommunications (WTO 
Basic Telecom Agreement), concluded February 
15, 1997, 69 countries including the United States 
committed to open their markets for basic tele- 
communications services. These countries account 
for over 95 percent of global telecom revenues. 
Fifty countries specifically committed to open their 
markets for satellite services. 


On July 17, 1997, the Commission issued a Fur- 
ther Notice of Proposed Rulemaking (FNPRM) in 
the Domestic and International Satellite Consoli- 
dation (DISCO II) proceeding. In May 1996, the 
Commission adopted the initial DISCO II Notice 
of Proposed Rulemaking (NPRM). The DISCO II 
NPRM proposed to evaluate applications based on 
various public interest factors: the effect of the 
proposed service on competition in our market (the 
“effective competitive opportunities” or “ECO- 
Sat” test), as well as national security, foreign 
policy, law enforcement and trade policy consid- 
erations. 


The WTO Basic Telecom Agreement, which takes 
effect January 1, 1998, and its framework, the 
General Agreement on Trade Services (GATS), 
should fundamentally improve conditions of com- 
petition in satellite services worldwide. The 
DISCO II FNPRM seeks comment on how the 
Commission should revise its market access rules 
consistent with the WTO Basic Telecom Agree- 
ment and the goal of promoting a competitive sat- 
ellite market in the United States. 


The FNPRM proposes to forego an ECO-Sat test 
for requests to serve the U.S. using satellite sys- 
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tems licensed by WTO member countries to pro- 
vide covered services within the U.S. or between 
the U.S. and other WTO countries. Opposing par- 
ties would have the burden of demonstrating that 
granting a license poses a very high risk to compe- 
tition in the U.S. that could not be cured by condi- 
tions placed on the license. 


The Commission also proposed to apply the ECO- 
Sat test for satellites licensed by non-WTO mem- 
bers, for intergovernmental organizations, and for 
services for which the United States has taken an 
exemption from most-favored-nation obligations 
under the Agreement (DTH, DBS, and DARS). In 
addition, the FNPRM proposes that in all cases, 
the Commission will consider whether grant of an 
application to access a non-U.S. licensed satellite 
will serve the public interest, convenience, and ne- 
cessity. A primary challenge of this rulemaking 
will be to balance the objective of competitive 
entry with that of preventing competitive distor- 
tions. Comments were filed on August 21, 1997; 
replies on September 5, 1997. 


Part 25 Streamlining Order 
(IB Docket No. 95-117) 


The Commission modified Part 25 of its rules re- 
garding satellite earth and space station licensing 
on October 29, 1996. The revised rules enable 
satellite service providers to respond more quickly 
to customers’ needs. Among other things, the new 
rules waived the construction permit requirement 
for space stations, relaxed the rules governing space 
station licensee reports, and simplified license re- 
newal rules for temporary fixed earth stations and 
very small aperture terminal earth stations. 
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Mobile Satellite Services (MSS) 
Above 1 GHZ (Big Leos) 


The FCC adopted rules in 1994 for licensing the 
world’s first commercial low-Earth-orbit (LEO) 
satellite systems capable of providing both voice 
and data services on a global basis to users 
equipped with mobile terminals. Besides enhanc- 
ing competition in areas served by terrestrial mo- 
bile systems, this new mobile satellite service -- 
commonly known as “the Big LEO service" -- will 
afford Americans in rural areas that have not been 
linked to the telecommunications infrastructure 
immediate access to a feature-rich communications 
network. Moreover, Big LEO systems can extend 
these benefits throughout the world, and can pro- 
vide an "instant" global and national telecommu- 
nications infrastructure to people in countries that 
currently have no nationwide communication ser- 
vice. 


Six parties filed applications in 1990 proposing use 
of the 1610-1626.5 and 2483.5-2500 MHz bands 
for voice-and-data mobile satellite service 
(“MSS”), although at that time neither band was 
internationally or domestically allocated for such 
use. Two years later, in response to a U.S. pro- 
posal at WRC-92, the ITU allocated those bands 
for co-primary use by MSS service links, and the 
FCC adopted conforming domestic allocations in 
1993. 


In the 1994 rulemaking decision, the Commission 
concluded that five Big LEO systems -- one fewer 
than the number of applicants -- could be accom- 
modated in the 1.6/2.4 GHz MSS bands. Because 
the band-sharing plan could not accommodate all 
of the pending applications and no other spectrum 
was available for voice-and-data MSS, the Com- 
mission adopted a strict financial-qualification 
standard. 


The Big LEO applicants were required to demon- 
strate that they could meet the costs of building 
and launching all of their systems’ satellites and 
meet operating expenses for one year after launch- 
ing the first satellite. 


In January 1995, the Commission found three ap- 
plicants-- Motorola, Loral, and TRW -- financially- 
qualified and authorized them to construct, launch, 
and operate their proposed satellites. One other 
applicant, AMSC, did not file a financial amend- 
ment. Therefore, the application of AMSC was 
dismissed in January 1997. The Commission also 
deferred consideration of the remaining two Big 
LEO applications of MCHI and Constellation be- 
cause they had not yet established that they were 
financially qualified. 


The Commission allowed the two applicants until 
September 1996 to establish their financial quali- 
fications. In the Orders issued July 1, 1997, the 
Commission found that the financial showing for 
both parties was still insufficient. However, for 
reasons stated in the Order and Authorization, the 
Commission granted Constellation’s and MCHI’s 
requests for waivers of the financial qualification 
requirement and granted both applications. 


Constellation proposes to construct a 46-satellite 
system called "ARIES", while MCHI has proposed 
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a sixteen satellite system called “ELLIPSO”. The 
systems will be used provide services such as two- 
way voice and value-added data services, includ- 
ing geolocation, paging/messaging, fax and remote 
monitoring. The license terms for both systems is 
10 years. 


Televisa International 
(DA 97-1758) 


Televisa International, LLC was authorized to op- 
erate 1,000,000 receive-only earth stations in the 
United States to receive Direct- To-Home Fixed 
Satellite Service (FSS) television services 
Mexico's Solidaridad II satellite on August 15, 
1997. 'This Authorization reflects the cooperative 
relationship between the United States and Mexico 
regarding satellite telecommunications 


U.S.-Mexico Protocol For Direct- To- 
Home Satellite Services 


The United States and Mexico signed the first Pro- 
tocol attached to the Framework Agreement for 
the Provision of Direct- To-Home (DTH) Satellite 
Services in both countries on November 8, 1996. 
In the protocol, the United States agrees to permit 
satellites licensed by Mexico to provide DTH-FSS 
and BSS to, from, and within the United States 
and Mexico agrees to permit satellites licensed by 
the United States to provide DTH-FSS and BSS 
to, from, and within Mexico. This Protocol en- 
compassed the generic DTH services provided in 
the Fixed Satellite Services (FSS) and Broadcast 
Satellite Services (BSS) frequency bands. Direct 
Broadcast Satellite services are those provided us- 
ing BSS frequencies. 
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Global Mobile Personal 
Communications Services 


In 1994 the ITU Kyoto Plenipotentiary Confer- 
ence proposed to establish a world telecommuni- 
cations policy forum to address the policy and regu- 
latory issues raised by the introduction of global 
mobile personal communications services 
(GMPCS) by satellite. 


The first World Policy Forum took place in Geneva 
in October 1996, and five draft opinions were 
adopted regarding the role of GMPCS in the glo- 
balization of telecommunications and the shared 
visions and principles regarding deployment of glo- 
bal systems. 


Opinion 4 specifically requested that an Memo- 
randum of Understanding (MoU) be drafted that 
would facilitate the free circulation of GMPCS user 
terminals. This critical task required that inter- 
ested parties and signatories assemble in the Spring 
of 1997 to sign the MoU and proceed to draft spe- 
cific arrangements (Articles 1-5) as outlined in 
Opinion 4. The MoU specified completion of these 
arrangements by late 1997. Staff from the 
Commission’s International Bureau have been 
working closely with industry to craft a set of ar- 
rangements for final approval in FY98. 
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Wireless Telecommunications Bureau 


Ove rview he Wireless Telecommunications Bureau (WTB) over- 


sees the use of radio spectrum to fulfill the communi- 
cations needs of businesses, local and state governments, 
public safety service providers, aircraft and ship operators, and 
individuals. In addition to licensing commercial providers of 
— wireless services, WTB monitors the more than two and a half 
million licensees that use private wireless radio for personal 
~ convenience, to promote safety of life and property, to increase 
commercial productivity, and to advance the science of tele- 

communications. 


The principal functions of WTB include evaluating new tech- 
nologies (with the Office of Engineering and Technology), 
assessing utilization levels of the spectrum and the competi- 
tiveness of markets, identifying and allocating spectrum ap- 
propriate for licensing, developing through rulemaking the op- 
erating rules for radio-based services, assigning licenses through 
competitive bidding (auctions), developing methodologies for 
conducting complex auctions of radio spectrum, maintaining 
an antenna structure registration program, licensing commer- 
cial radio operators, and enforcing the Commission’s rules. 


WTB coordinates closely with the Office of Engineering and 
Technology on spectrum allocations and rules governing equip- 
ment used in the provision of wireless services, and with the 
International Bureau on international spectrum allocations for 
wireless services and coordination between terrestrial and 
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space-based services. WTB also works with rep- 
resentatives of the Public Safety community to 
foster a partnership to address public safety com- 
munications issues. 


In addition to the proceedings discussed below, the 
Bureau also has undertaken other initiatives to 
promote an efficient and competitive communica- 
tions environment. For example, the Bureau has 
made its licensing system more flexible, stream- 
lined, and deregulatory -- thereby speeding the 
delivery of services to the public. Overthe last 18 
months, the percentage of licenses which have the 
capability to be filed electronically has grown from 
virtually zero to 65 percent. In August 1997, after 
working closely with the Bureau, the Personal 
Communications Industry Association (PCIA) and 
other coordinators and large applicants began to 
file thousands of applications and fees for spec- 
trum licenses through the use of Electronic Data 
Interchange (EDI), saving significant time and re- 
sources. In September 1997 the Bureau intro- 
duced an electronic renewal form that can be ac- 
cessed and utilized on the Internet, thereby pro- 
viding all wireless telecommunications licensees 
the capability to renew their licenses electronically. 


The Bureau also made improvements to its web 


Mi cia a ie am ae 


cess information on a variety of topics. The web 
site includes information concerning wireless com- 
munications services, FCC rules and regulations, 
Commission orders and public notices, and access 
to forms and licensing databases. The site has be- 
come critical in supporting spectrum auctions by 
providing bidder information, round results and 
auction statistical reports. During FY97 the WTB 
web site recorded over 184,000 hits. 
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MajorProceedings 


NN 


D, E, and F Block Auction 


The D, E, and F Block auction closed on January 
14, 1997. The auction, which opened August 26, 
1996, offered 1479 licenses for mobile voice and 
data services and raised $2.5 billion for the U.S. 
Treasury. The F Block was reserved for entrepre- 
neurs and small businesses. 


Cellular Unserved Auction 


The cellular unserved auction closed on January 
21, 1997. The nine-day auction offered 14 licenses 
for mobile voice and data services and raised $1.8 
million for the U.S. Treasury. 
ı WCS Auction i 

(GN Docket No. 96- 288) 
On February 19, 1997, the Commission released a 
Report and Order in GN Docket No. 96-288, which 
established Part 27, the Wireless Communications 
Service (WCS), as mandated by the Omnibus Con- 
solidated Appropriations Act of 1997. The new 
rules reallocated 30 MHz of spectrum in the 2.3 
GHz band from Government to non-Government 
use, gave licensees in this band flexibility to pro- 
vide any fixed, mobile, radiolocation, and broad- 


casting-satellite (sound) services, and adopted a 
competitive bidding plan to assign 128 licenses 
quickly by auction. The auction began on April 
15, 1997, as required by statute, and closed on April 
26, 1997, after 29 rounds of bidding. After factor- 
ing in bidding credits for small and very small busi- 
nesses, the auction raised a total of $13.6 million 
for the U.S. Treasury. 


' Digital Audio Radio Service (DARS): 
ı (IB Docket No. 95-91; 
GN Docket No. 90-357) 
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On March 3, 1997, the Commission released a 
Report and Order, Memorandum Opinion and 
Order, and Further Notice of Proposed Rulemaking 
in IB Docket No. 95-91 and GN Docket No. 90- 
357 establishing rules on licensing satellite Digi- 
tal Audio Radio Service (DARS) to operate be- 
tween 2320 and 2345 MHz (S-Band). The Com- 
mission decided to offer two licenses by an auc- 
tion among the four bidders that applied for li- 
censes prior to a December 1992 cutoff date. The 
auction, which opened April 1, 1997, and closed 
April 2, 1997, raised a total of $173.2 million for 
the U.S. Treasury. 


(SMR) Auction : 
(PR Docket No. 93-144; GN Docket No. 
93-252; PP Docket No. 93-253) | 
On June 23, 1997, the Commission adopted a 
Memorandum Opinion and Order and a Second 
Report and Order in PR Docket No. 93-144, GN 
Docket No. 93-252, and PP Docket No. 93-253 
establishing service and auction rules for special- 
ized mobile radio (SMR) service, which can oper- 
ate in an interconnected mode (as a mobile tele- 
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phone) or in a dispatch mode (as two-way voice 
communications between mobile units or between 
mobile and fixed units). 


On February 19, 1997, the Commission adopted a 
Second Report and Order and Further Notice of 
Proposed Rulemaking in WT Docket No. 96-18 
and PP Docket No. 93-253, which instituted rules 
governing geographic area licensing of Common 
Carrier Paging and 929 MHz Private Carrier Pag- 
ing and established competitive bidding procedures 
for auctioning mutually exclusive applications for 
these licenses. Among other things, the rules al- 
low geographic area paging licensees to partition 
their license area. The Commission also sought 
comment on various issues. The Commission is 
tentatively planning to auction licenses for this 
service in the Third Quarter of 1998. 


Multiple Address Systems (MAS) 
(WT Docket No. 97-81) 


On February 19, 1997, the Commission adopted a 
Notice of Proposed Rulemaking (NPRM) in WT 
Docket No. 97-81, proposing to examine ways to 
maximize the use of spectrum allocated to Mul- 
tiple Address Systems (MAS) in the Fixed Micro- 
wave Services. The NPRM proposes a flexible 
regulatory framework for spectrum allocations that 
provides opportunities for continued development 
of competitive new service offerings by allowing 
flexible use of spectrum, expedites market entry 
through modified licensing procedures, and pro- 
motes technological innovation by eliminating 
unnecessary regulatory burdens. 
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‘Local Multipoint Distribution Service : 
(LMDS) | 
(CC Docket No. 92-297) : 
On March 11, 1997, the Commission adopted a 
Second Report and Order, Order on Reconsidera- 
tion, and Fifth Notice of Proposed Rulemaking in 
CC Docket No. 92-297 allocating spectrum and 
establishing rules for the new Local Multipoint 
Distribution Service (LMDS). On September 9, 
1997, the Commission adopted a Second Order on 
Reconsideration in CC Docket No. 92-297 elimi- 
nating installment payments for LMDS licensees 
in favor of revised, tiered bidding credits for very 
small, small, and entrepreneurial businesses. An 
auction to award 986 LMDS licenses is scheduled 
to begin in 1998. LMDS permits two-way, high 
speed data transmission and/or one-way video dis- 
tribution in the high frequency microwave or mil- 
limeter wave band. LMDS is cheaper and faster 
to deploy than fiber optics or coaxial cable, but 
has a range of under 10 miles, depending on 
weather conditions. Users will be able to commu- 
nicate data at faster speeds than are possible with 
conventional modems. The Commission is tenta- 
tively planning to auction licenses for this service 
in the First Quarter of 1998. 


220 MHz Band by Private Land Mobile 
Radio Service 

(PR Docket No. 89-552; GN Docket 
No. 93-252; PP Docket No. 93-253) 


On March 12, 1997, the Commission released a 
Third Report and Order and Fifth Notice of Pro- 
posed Rulemaking in PR Docket No. 89-552, GN 
Docket No. 93-252, and PP Docket No. 93-253, 
which established service and auction rules for 
Phase II 220 MHz land mobile service licenses. 
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In Phase I, commercial channels in this service 
were assigned on a first-come, first-served basis, 
with mutually exclusive applications subject to 
random selection. For Phase II, the Commission 
established geographic area licensing for three 
nationwide, 30 regional, and 875 economic area 
licenses to be awarded through competitive bid- 
ding. The Commission will hold a single simulta- 
neous multiple round auction in 1998, with bid- 
ding procedures similar to those used in previous 
auctions. There are special provisions to encour- 
age the participation and success of small busi- 
nesses. In addition, any holder of a Phase II 220 
MHz license may partition portions of its license 
area to eligible parties. The Commission is tenta- 
tively planning to auction licenses for this service 
in May 1998. 


Additionally, on June 23, 1997, the Commission 
adopted a Fourth Report and Order which repealed 
the *40-mile rule" for all nationwide and non-na- 
tionwide Phase I 220 MHz service licensees. Re- 
peal of the rule will enable licensees to operate 
stations in a particular service category within 40 
miles of an existing system operated by the licens- 
ees in the same category, without being required 
to demonstrate that the additional system is justi- 
fied on the basis of its communications require- 
ments. 


Narrowband Personal Communications 
Service Competitive Bidding Rules 

(GN Docket No. 90-314, ET Docket No. 
92-100, PP Docket No. 93-253) 


On April 23, 1997, the Commission released a 
Second Report and Order and Further Notice of 
Proposed Rulemaking establishing competitive 
bidding rules for awarding the remaining authori- 


zations for narrowband Personal Communications 
Services (PCS) and seeking comment on a num- 
ber of proposals relating to licensing and auctions 
issues. 


Use of Radio Frequencies Above 40 
GHz for New Radio Applications 
(ET Docket No. 94-124) 


On May 2, 1997, the Commission adopted a Re- 
port and Order designating the frequency spec- 
trum band between 47.2 GHz and 48.2 GHz for 
commercial use on a licensed basis. The R&O 
also adopted a proposal to license operations on 
an area-wide basis and determined to divide the 
spectrum into five pairs of license blocks of 200 
megahertz each, with each pair separated by 500 
megahertz of spectrum. 


Automatic Vehicle Monitoring Systems 
(PR Docket No. 93-61) 


On August 28, 1997, the Commission adopted a 
Memorandum Opinion and Order and Further 
Notice of Proposed Rulemaking concerning rules 
governing the Location and Monitoring Service 
(LMS). This proceeding clarifies interconnection 
limitations for multilateration LMS, as well as 
operational parameters for non-multilateration sys- 
tems, treatment of other users of the 902-928 MHz 
band, the structure of the spectrum allocation plan, 
the geographic service area for licensing 
multilateration LMS and the licensing of wideband 
forward links. The Commission is tentatively plan- 
ning to auction licenses for this service in the Third 
Quarter of 1998. 
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Interactive Video and Data Service 
(IVDS) 
(PP Docket No. 93-253) 


On November 15, 1996, the Commission adopted 
the Tenth Report and Order in PP Docket No. 93- 
253, thereby modifying the competitive bidding 
rules for the auction of interactive video and data 
service (IVDS) licenses. The rule amendments 
eliminated the bidding credits available to women- 
and minority-owned IVDS applicants and extended 
two levels of bidding credits to small businesses 
based upon a revised two-tiered small business 
definition. The Commission also clarified the at- 
tribution rules for affiliates of IVDS applicants and 
increased the amount of the upfront payments re- 
quired to participate in the auction. On January 
29, 1997, the Commission postponed the auction, 
which was originally scheduled to begin on Feb- 
ruary 18, 1997, in order to consider proposed rule 
changes and a number of issues raised by the IVDS 
industry. 


General Competitive Bidding Rules 
(Part 1) (WT Docket No. 97-82) 


On February 20, 1997, the Commission adopted 
an Order, Memorandum Opinion and Order and 
Notice of Proposed Rulemaking in WT Docket No. 
97-82 regarding amendments to Subpart Q of Part 
1 of the Commission’s rules. The Order, in gen- 
eral, adopted procedural amendments to the 
Commission’s competitive bidding rules. The 
Notice of Proposed Rulemaking proposed changes 
to the current general competitive bidding rules to 
create a menu of rules that could be tailored to 
different services and applied to all future spec- 
trum auctions. The proposed approach would 
eliminate the need for future consideration of most 
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auction rules on a service-by-service basis and 
would ensure uniform auction procedures. The 
Notice of Proposed Rulemaking also proposed to 
allow the Commission to require minimum open- 
ing bids in future auctions. 


Reserve Price/Minimum Opening Bids 


The Balanced Budget Act of 1997, which became 
law on August 5, 1997, requires the Commission 
to prescribe methods by which a reasonable re- 
serve price will be required, or a minimum bid 
will be established, unless the Commission deter- 
mines that such a reserve price or minimum bid is 
not in the public interest. On September 5, 1997, 
the Bureau released a Public Notice, DA 97-1933, 
proposing that the licenses in the 800 MHz SMR 
auction not be sold for less than the amount of the 
upfront payments previously specified for the li- 
censes. The Bureau requested comment on 
whether the amount of the upfront payments should 
be considered reserve prices or minimum opening 
bids for the auction. The Bureau asked whether 
reserve prices or minimum opening bids should 
be capped to ensure that bidding is not deterred on 
high valuation markets. 


Options for Modifying 
C Block Payments 
(WT Docket No. 97-82) 


On September 25, 1997, the Commission adopted 
a Second Report and Order and Further Notice of 
Proposed Rulemaking in WT Docket No. 97-82 
regarding installment payment financing for C 
Block Personal Communications Service (PCS) 
licensees. Earlier, the Wireless Telecommunica- 
tions Bureau had suspended the deadline for in- 
stallment payments owed by winning bidders in 
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the C and F Block auctions, which were desig- 
nated for entrepreneurs. In the Second Report and 
Order, the Commission reinstated payment dead- 
lines for both C and F Block licensees, with the 
first payment due March 31, 1998. In addition to 
resuming payments under their existing installment 
payment plan and paying previous accrued inter- 
est over eight equal payments, C Block licensees 
were permitted to elect one of three options by 
January 15, 1998. The first option allows licens- 
ees to disaggregate and return for reauction one- 
half of the spectrum for all of their licenses in ex- 
change for having their debt reduced by the corre- 
sponding amount. The second option permits a 
licensee to return all of its licenses in exchange for 
having all of its outstanding debt forgiven. The fi- 
nal option entitles licensees to purchase, on or be- 
fore January 15, 1998, any of its licenses at the 
outstanding principal balance of the debt outstand- 
ing on those licenses. 


‘FCC Report to Congress on Spectrum: 


‘Auctions (WT Docket No. 97-150) 
On September 30, 1997, the Commission adopted 
the FCC Report to Congress on Spectrum Auc- 
tions in WT Docket No. 97-150, as required by 
the 1993 Budget Act. In fulfillment of Section 
309(j)(12) of the Communications Act, the report 
provided a comprehensive evaluation of the first 
four years of the Commission's implementation 
of its auction authority. 


Geographic Partitioning and Spectrum 
Disaggregation by Commercial Mobile 
Radio Service Licensees 

(WT Docket No. 96-148, GN Docket 
No. 96-113) 


On December 13, 1996, the Commission adopted 
a Report and Order and Further Notice of Pro- 
posed Rulemaking concerning geographic parti- 
tioning and disaggregation for all broadband Per- 
sonal Communications Service (PCS) licensees. 
The Report and Order adopted rules to give exist- 
ing PCS licensees and potential new entrants 
greater flexibility to determine how much spec- 
trum they need and the geographic areas in which 
they will provide service. The Further Notice pro- 
posed to allow partitioning and disaggregation for 
other wireless services where such rules have not 
previously been proposed or adopted. 


Pacific Telesis Group and SBC Com- 
munications, Inc. 
(Report No. LB-96-32) 


On January 31, 1997, the Commission adopted a 
Memorandum Opinion and Order granting trans- 
fer-of-control applications for certain authoriza- 
tions filed by SBC Communications, Inc. and Pa- 
cific Telesis Group in connection with the proposed 
merger of the two companies. 


Microwave Relocation 
(WT Docket No. 95-157) 


On February 13, 1997, the Commission amended 
its rules concerning relocation of microwave sys- 
tems in the 2 GHz band to clear spectrum for Per- 
sonal Communications Services (PCS). The Sec- 
ond Report and Order shortened the period for 
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voluntary negotiations between non-public safety 
microwave incumbents and PCS licensees in the 
C, D, E and F blocks and allowed microwave in- 
cumbents who relocate their own systems to par- 
ticipate in the relocation cost sharing plan adopted 
by the Commission previously. The adoption of 
this proceeding will facilitate rapid deployment of 
PCS to the public. 


Environmental Effects of Radiofre- 
quency (RF) Emissions 
(WT Docket No. 97-192) 


On August 25, 1997, the Commission adopted a 
Notice of Proposed Rulemaking to establish pro- 
cedures for filing and reviewing requests for re- 
lief from state or local regulations based directly 
or indirectly on the environmental effects of RF 
emissions. Specifically, comments were sought 
on proposed procedures for filing and reviewing 
requests for relief from state or local regulations 
on the placement, construction or modification of 
personal wireless service facilities based on these 
emissions. These proposals will allow personal 
wireless services to be deployed and delivered to 
customers rapidly, while preserving the authority 
of state and local jurisdictions in land use matters 
and protecting the public health. 


Calling Party Pays Service Option in 
Commercial Mobile Radio Service 
(WT Docket No. 97-207) 


On September 25, 1997, the Commission adopted 
a Notice of Inquiry seeking comment regarding 
Calling Party Pays (CPP). The goal of the pro- 
ceeding is to examine potential competitive ad- 
vantages and disadvantages of CPP, for purposes 
of determining whether to allow or require greater 
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opportunities for CMRS providers to offer CPP as 
an option available to their customers. 


LEC-CMRS Safeguards 
(WT Docket No. 96-162) 


The Commission adopted a Report and Order on 
September 30, 1997, reviewing its existing regu- 
latory safeguards for the provision of broadband 
commercial mobile radio services (CMRS) by in- 
cumbent local exchange carriers (LECs) and their 
affiliates. These safeguards were adopted to ad- 
dress concerns that recent developments in the 
CMRS market may increase the incentive for 
anticompetitive behavior by incumbent LECs. The 
safeguards will help to ensure fair rules of compe- 
tition, while doing so in the least burdensome man- 
ner possible that directly addresses the potential 
for anticompetitive behavior. 


Aviation Omnibus 
(WT Docket No. 96-211) 


On October 9, 1996, the Commission adopted an 
Notice of Proposed Rulemaking proposing to per- 
mit aeronautical ground stations to use the frequen- 
cies in the 112-118 MHz band to transmit differ- 
ential Global Positioning System (GPS) informa- 
tion to aircraft equipped to use advanced landing 
systems, and proposing to allow the use of hand- 
held radios for direct communications between 
ground service personnel and flight crews on fre- 
quencies allocated to the Aeronautical Enroute 
Service. The proposed changes would increase 
the safety and efficiency of aircraft navigation and 
the movement of aircraft in and around airports. 
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Domestic Ship and Aircraft Radios 
(WT Docket No. 96-82) 


On October 18, 1996, the Commission adopted an 
Report and Order permitting operation of certain 
domestic ship and aircraft radio stations without 
individual licenses. The removal of individual li- 
censing requirements for approximately 710,000 
operators of radio stations on board recreational 
ships and aircraft resulted in a savings to the Ameri- 
can public of over $9 million per year. 


Private Land Mobile Radio White: 


On December 18, 1996, the Bureau released the 
White Paper on the Private Land Mobile Radio 
(PLMR) Services, which highlights the unique role 
and requirements of the private wireless radio com- 
munity. The paper explains what the PLMR Ser- 
vices are, how they came into being, how they are 
regulated and what special needs these services 
fulfill. It serves as a critical tool for making future 
policy decisions about the PLMR Services. 


Refarming Reconsideration : 


(PR Docket No. 92-235) : 


On December 23, 1996, the Commission adopted 
a Memorandum Opinion and Order in PR Docket 
No. 92-235, a proceeding that launched the 
Commission's “Refarming” initiatives for Private 
Land Mobile Radio. The goal of this proceeding 
is to develop a strategy for encouraging more effi- 
cient use of the spectrum below 800 MHz to meet 
the growing communications needs of private land 
mobile radio users. The MO&O addressed the 
petitions for reconsideration of, and corrected and 
clarified various technical parameters adopted in, 


the Report and Order, which will enable manu- 
facturers to begin marketing more efficient radio 
equipment. 


Consolidation of Private Land Mobile 
Radio Services 
(PR Docket No. 92-235) 


On February 20, 1997, the Commission adopted 
rules in the Second Report and Order in PR Docket 
No. 92-235, setting forth a plan to consolidate into 
two “pools” the twenty Private Land Mobile Ra- 
dio (PLMR) Services and addressing other issues 
raised in conjunction with the consolidation. This 
represents a significant step in the evolution of the 
private land mobile services and reflects a com- 
prehensive restructuring of the PLMR regulatory 
environment. These changes will promote a highly 
effective and efficient use of PLMR spectrum and 
contribute to an environment in which advanced 
technologies will thrive. 


Maritime Service 
(PR Docket No. 92-257) 


On June 17, 1997, the Commission adopted a Sec- 
ond Report and Order and Second Further Notice 
of Proposed Rule Making in PR Docket No. 92- 
257, amending the Commission’s Rules concern- 
ing maritime communications. This item intro- 
duces greater levels of operational flexibility by 
allowing VHF public coast station licensees to pro- 
vide automated, interconnected telecommunica- 
tions services to fixed and mobile units on water 
or on land, promotes technical flexibility for rec- 
reational and high seas vessels, and provides regu- 
latory flexibility by streamlining the ship station 
and private coast station licensing process. In ad- 
dition, the item proposes to: (1) move from site- 
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based licensing to geographic area licensing for 
VHF public coast stations, (2) employ competi- 
tive bidding procedures for resolving mutually 
exclusive applications for public coast station spec- 
trum (both VHF or high seas coast stations), (3) 
simplify VHF public coast station licensing pro- 
cedures, and (4) increase licensee flexibility to 
provide services responsive to market demands. 


Paging Enforcement 


On April 8, 1997, the Commission adopted a Hear- 
ing Designation Order to determine whether 
MobileMedia, the country's second largest pag- 
ing company (more than 4.4 million subscribers), 
is qualified to be and remain a Commission lic- 
ensee, and whether all its licenses should be re- 
voked. This action was taken after a comprehen- 
sive Bureau investigation. In October 1996, 
MobileMedia informed the Commission that it had 
filed a large number of FCC Forms 489 contain- 
ing false information. (Licensees use FCC Forms 
489 to inform the Commission that a particular 
paging station has been constructed and is operat- 
ing). On June 6, 1997, the Commission issued a 
10 month stay of the proceeding to enable 
MobileMedia, which had filed for bankruptcy un- 
der Chapter 11, to arrange for a distress sale of its 
licenses. 
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Office of Engineering and Technology 


1 A y ith approximately 90 fulltime employees, the Of- 
fice of Engineering and Technology (OET) is one 

of the smaller units of the Commission. Yet in terms 

of achievement, OET scored a remarkable record in produc- 


tivity in the past year, posting many significant contributions 
to the mission of the agency. 


OET is responsible for administering Parts 2, 5, 15, and 18 of 
the Commission's Rules as well as serving as technical advisor 
to the Commission. This wide-ranging obligation entails vari- 
ous activities, including rulemaking, research and testing, tech- 
nical evaluation, and education. OET expended considerable 
resources this year in implementing the provisions of the Tele- 
communications Act of 1996 and in continuing its work in 
reallocating spectrum from federal government to private use, 
in accordance with Congressional intent. 


OET is organized into four divisions, each one dedicated to a 
particular aspect of spectrum use. To facilitate its work, OET 
is guided by a Management Team which comprises the Front 
Office personnel and the Chiefs of the four Divisions: Policy 
and Rules, New Technology Development, Allocations and 
Standards, and Equipment Authorization. 


Members of the Management Team are engaged in efforts 
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relating to the mission of the Office, especially 
those which involve coordination with other groups 
within and outside the Commission. 


The Policy and Rules Division has two functional 
units: the Spectrum Policy Branch (SPB), which 
handles petitions for rulemaking and other mat- 
ters pertaining to the use of the electromagnetic 
spectrum (Part 2), and the Technical Rules Branch 
(TRB), which handles petitions and waiver requests 
relating to unlicensed (Part 15) and Industrial, Sci- 
entific, and Medical Devices (Part 18). 


The particular responsibility of Allocations and 
Standards Division is to conduct studies and 
analyses relating to spectrum management and to 
plan for future uses of the spectrum in relation to 
developing telecommunications requirements. The 
Division includes two branches which share these 
obligations, the Standards Development Branch 
and the Spectrum Utilization and Economics 
Branch. Because the use of 40% of the spectrum 
is shared between the federal government and the 
private sector, the Division also co-ordinates fre- 
quency allocation policy and assignment activities 
with the National Telecommunications and Infor- 
mation Administration (NTIA), the agency within 
the Department of Commerce responsible for gov- 
ernment use of the spectrum. ASD also partici- 
pates in national and international standards-set- 
ting activities with other federal agencies. 


The New Technology Development Division 
conducts laboratory analyses and special tests to 
evaluate the performance, spectrum efficiency, and 
interference potential of new technologies and ser- 
vices. The Experimental Licensing Branch admin- 
isters Part 5 of the Commission’s Rules, thus pro- 
viding a basic and important service in helping to 
facilitate the development of new ideas in telecom- 
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munications by permitting and monitoring limited 
operation of innovative devices and services. The 
Technical Research Branch conducts studies of 
radio wave propagation and communications sys- 
tems which enable the Commission to improve 
spectrum efficiency. In addition, staff provides a 
liaison with government agencies, non-government 
organizations, and industries concerned with the 
development of new technologies. 


The Equipment Authorization Division, which 
includes the Customer Service Branch and the 
Applications Processing Branch, operates largely 
out of the OET laboratory in Columbia, MD. 
EAD's main responsibility is for administering 
Subparts I and J of the Commission’s rules, which 
deal with ensuring that only electronic devices 
which operate without causing harmful interfer- 
ence are permitted to be imported, marketed, and 
operated in the United States. It also provides 
public assistance and information concerning the 
authorization process and serves as liaison to for- 
eign and domestic organizations concerned with 
equipment authorization. The Division designs test 
procedures for equipment subject to Commission 
regulation and supports industry standards activi- 
ties concerning measurement procedures. 


During FY97 significant OET activities included: 


E Serving on theiNetwork Reliability and, 
Interoperability Council (NRIC), a 43-member 
Federal advisory committee chartered by the FCC 
to provide advice to the Commission and to the 
telecommunications industry on telecommunica- 


tions issues requiring technical expertise. 
E Serving on the U.S. team which negotiated the 


first Mutual Recognition Agreement with the Eu- 
ropean Union, concluded in June 1997. 
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E Conducting, along with the Office of Commu- 
nications Business Opportunities (OCBO), a fo- 
rum and demonstrations on “Opportunities For Un- 
licensed Spectrum Use,” in which speakers from 
both the Commission and industry presented ma- 
terial on new unlicensed devices and systems, es- 
pecially the Unlicensed National Information In- 
frastructure (U-NII) devices. In conjunction with 
industry representatives, OET also presented an 
"Open Forum on Electronic Data Exchange" and 
one on “Smart Antenna Technology.” 


li Planning and presenting a series of highly tech- 
nical tutorials concerning technology develop- 
ments, including: 


‘Progress in Optical Communications for 

Commercial Terrestrial Telecommunication 

li Data Over Cable -- Cable Modems” 

Bi Digital Local Multipoint Distribution 
Systems" 

i ^Wireless Local Loop.” 


ll Preparing and distributing various publications, 


Propagation: Spectrum Management Implications 
and OET Bulletin No. 65 (including Supplement 
A), Evaluating Compliance with FCC Guidelines 
for Human Exposure to Radiofrequency Electro- 
magnetic Fields. 


E Responding to approximately 65,000 calls for 
information on the FCC's technical standards for 
RF devices and equipment authorization require- 
ments. In addition, almost 1,500 information 
packets on the equipment authorization program 
were mailed to the public. Over 400 individual 
questions were responded to via e-mail and 175 
responses were sent via fax. 


66 office of Engineering and Technology 


E Maintaining the 'OET Internet homepage; and 
the 24-hour Public Access Link (PAL), which pro- 
vides computerized information on the status of 
pending applications, limited technical informa- 
tion on granted authorizations, and other informa- 
tion related to equipment authorization that is of 
interest to the public. The PAL system handled 
approximately 3,800 calls and 9,000 ID accesses 
monthly, or approximately 45,000 calls and over 
100,000 ID accesses annually. These efforts have 
significantly increased public access to Commis- 
sion information. 


B Issuing 4,497 equipment authorizations and 479 
changes to existing equipment. 


ll Proceeding with a plan to determine require- 
ments, and develop a strategy for implementing 
electronic filing and data exchange for the equip- 
ment authorization program was completed and a 
contract for implementation was awarded at the 
end of FY97. Full implementation is expected in 
the first half of 1998. 


Major Proceedings 


NN 


'Advanced Television Systems and Their 
'Impact upon the Existing Television 
Broadcasting Service (DTV) 

(MM Docket No. 87-268) 

On April 23, 1997, the Commission released the 
Sixth Report and Order setting forth the initial digi- 
tal television allotments and the procedures for 
assigning DTV frequencies to broadcasters. It in- 
cluded a table of DTV channel allotments which 
emphasized the efficient use of the spectrum and 
the possibilities for eventual recovery of that spec- 
trum which would no longer be needed for televi- 
sion broadcasting because of the efficiencies of 
digital transmission. 


FCC engineers developed computer models ca- 
pable of evaluating DTV channel allotment tables 
and completed an empirical study regarding short- 
term propagation variability of UHF television sig- 
nals. Studies were conducted to minimize the im- 
pact of the new system on the current system dur- 
ing the transition period to digital television. Of 
great significance was the identification of DTV 
allotments that would accommodate all NTSC eli- 
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gible broadcasters, while minimizing interference 
to either service. This new digital service will al- 
low television users to take advantage of personal 
computer services and the enormous array of com- 
munications and information processing tools made 
available by industry. 


It will open a broad range of business opportuni- 
ties, such as manufacturing of equipment to pro- 
vide interoperability between television and digi- 
tal video, data systems, and computer processing 
functions. Broadcasters will be able to compete 
in providing their service from a new digital plat- 
form capable of supporting large screen service 
and multimedia applications. 


On July 10, 1997, the Commission released a No- 
tice of Proposed Rule Making proposing to reallo- 
cate television channels 60-69, occupying 60 mega- 
hertz of spectrum at 746-806 MHz. Specifically, 
the Commission proposed to reallocate 24 mega- 
hertz at 764-776 MHz and 794-806 MHz (i.e., 
channels 63, 64, 68, and 69) to the fixed and mo- 
bile services, for public safety use. The Commis- 
sion also proposed to allocate the remaining 36 
megahertz at 746-764 MHz and 776-794 MHz (i.e., 
channels 60-62 and 65-67) to the fixed, mobile, 
and broadcast services. 


This action is the first step in the early recovery of 
spectrum enabled by decisions taken in the 
Commission's Sixth Report and Order in the Digi- 
tal Television (DTV) proceeding, MM Docket No. 
87-268 (see above). These allocations are intended 
to help meet the needs of public safety for addi- 
tional spectrum, make new technologies and ser- 
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vices available to the American public, and allow 
more efficient use of spectrum in the 746-806 MHz 
band. On August 5, 1997, the Balanced Budget 
Act of 1997 was enacted. The reallocation of TV 
channels 60-69 that is mandated by the Budget Act 
is consistent with the Commission’s proposals in 
the NPRM. 

‘Guidelines for Exposure to Radiofre- 
‘quency Emissions 

‘(ET Docket No. 93-62) 


In connection with its responsibilities under the 
National Environmental Policy Act (NEPA), the 
Commission considers the potential effects of 
radiofrequency (RF) emissions from FCC-regu- 
lated transmitters on human health and safety. 
Since the Commission is not the expert agency in 
this area, it uses standards and guidelines devel- 
oped by those with the appropriate expertise. 


In 1991, the Institute of Electrical and Electronics 
Engineers (IEEE) issued guidelines designed to 
replace the 1982 RF exposure guidelines approved 
by the American National Standards Institute 
(ANSI). These guidelines (ANSI/IEEE C95.1- 
1992) were subsequently adopted by ANSI as its 
standard. An NPRM initiated by OET staff and 
released April 8, 1993, (ET Docket 93-62) pro- 
posed standards to update the Commission’s guide- 
lines for evaluating environmental RF fields. Over 
150 comments, or 3000 pages, were filed in the 
proceeding. 


On August 1, 1996, the Commission adopted a 
Report and Order in this proceeding that adopts 
new guidelines and methods for evaluating the 
environmental effects of RF emissions from FCC- 
regulated transmitters. The updated guidelines 
generally are more stringent than the current rules, 
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and are based on recommendations of the Federal 
health and safety agencies, including the Environ- 
mental Protection Agency and the Food and Drug 
Administration. Completion of this proceeding 
also satisfied the requirements of Section 704 of 
the Telecommunications Act of 1996. 


The Commission adopted Maximum Permissible 
Exposure (“MPE”) limits for electric and magnetic 
field strength and power density for transmitters 
operating at frequencies from 300 kHz to 100 GHz. 
These MPE limits are generally based on recom- 
mendations of the National Council on Radiation 
Protection and Measurement (NCRP) and, in many 
respects, are also generally based on the 1992 
ANSI/IEEE guidelines. 


The Commission also adopted limits for specific 
absorption rate (SAR) for evaluating certain hand- 
held devices, such as cellular and PCS telephones, 
based on ANSI/IEEE and NCRP recommenda- 
tions. A transition period for implementation of 
the RF guidelines originally extended to January 
1, 1997. Guidelines and requirements for evalua- 
tion of hand-held devices applied immediately 
upon adoption. 


The Commission also incorporated into its rules 
provisions of Section 704 of the Telecommuni- 
cations Act of 1996, which preempt state or local 
government regulation of personal wireless ser- 
vices facilities based on RF environmental effects, 
to the extent that such facilities comply with the 
Commission's rules concerning such RF emissions. 


In response to the Report and Order, 17 petition- 
ers requested that we extend the transition period 
for compliance with the new requirements beyond 
January 1, 1997, arguing that the existing transi- 
tion period does not allow adequate time. On De- 


cember 24, 1996, the Commission released a First 
Memorandum Opinion and Order extending the 
transition period for applicants and station licens- 
ees to determine compliance with out new require- 
ments for evaluating the environmental effects of 
radiofrequency (RF) electromagnetic fields from 
transmitters regulated by the Commission. For 
most radio services, the transition period was ex- 
tended by eight months to September 1, 1997. For 
the Amateur Radio Service the transition period 
was extended to January 1, 1998. 


Further, the Commission adopted the Second 
Memorandum Opinion and Order on August 25, 
1997 to address other issues raised by the petition- 
ers, especially that of extending the initial transi- 
tion period for implementation of the new guide- 
lines for fixed stations and transmitters to October 
15, 1997, and of establishing a date certain when 
all existing transmitting facilities and devices are 
expected to be in compliance with the new RF 
guidelines (September 1, 2000). 


‘Unlicensed National Information Infra- 
‘structure (U-NIT) Devices 
‘(ET Docket No. 96-102) 
On January 9, 1997, the Commission released a 
Report and Order which amended Part 15 of the 
Rules to make available 300 megahertz of spec- 
trum at 5.15-5.35 GHz and 5.725-5.825 GHz for 
use by a new category of unlicensed equipment, 
called U-NII devices. These devices are intended 
to provide high speed wireless digital communi- 
cations on an unlicensed basis, will support the 
creation of new wireless local area networks 
(LANs), and will facilitate wireless access to the 
NII. In order to permit flexibility in the design 
and operation of these devices, the R&O adopted 
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those technical rules found to be minimally neces- 
sary to prevent interference to other services and 
to ensure that the spectrum is used efficiently. 
These rules are also intended to foster the devel- 
opment of a broad range of new devices and ser- 
vice offerings that will stimulate economic devel- 
opment and the growth of new industries. 


‘the Mobile-Satellite Service 
‘(ET Docket No. 95-18) 


On March 14, 1997, the Commission released a 
First Report and Order and Further Notice of Pro- 
posed Rule Making allocating 70 megahertz of 
spectrum at 1990-2025 MHz (uplink) and 2165- 
2200 MHz (downlink) to the MSS. The Commis- 
sion also modified the existing BAS, CARS, and 
LTTS allocation at 1990-2110 MHz by providing 
an allocation instead at 2025-2130 MHz and pro- 
posing to rechannelize this allocation from seven 
channels of 17- and 18-megahertz bandwidths to 
seven channels of 15-megahertz bandwidth. 


In addition, the FCC proposed reaccommodation 
and/or relocation of existing BAS and Fixed Ser- 
vice operations in the 1990-2025 MHz, 2110-2130 
MHz, and 2165-2200 MHz bands in accordance 
with the policies we established in our Emerging 
Technologies proceeding, ET Docket No. 92-9. 
Action on technical parameters and licensing is- 
sues for MSS in the 2 GHz band was deferred to a 
separate proceeding, and the Commission denied a 
pioneer's preference request filed by Celsat 
America, Inc. 
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Service Regulations 

(ET Docket No. 96-256) 

On December 20, 1996, the Commission released 
a Notice of Proposed Rule Making proposing to 
revise Part 5 of its rules, which governs the Ex- 
perimental Radio Service. The Commission took 
this action in order to promote technical innova- 
tion and new services by encouraging experiments, 
to ensure that experimental licenses do not result 
in abuse of its processes, to eliminate unnecessary 
and burdensome experimental regulations, and to 
protect public safety frequencies. 


Specifically, the Commission proposed to: 1) per- 
mit longer license terms; 2) permit blanket licens- 
ing of related multiple experiments by a single 
entity and of fixed and mobile stations that are part 
of the same experiment; 3) permit electronic fil- 
ing of experimental applications; 4) encourage stu- 
dent experiments by issuing licenses to schools, as 
well as to individual students, and by permitting 
use of additional frequencies; 5) encourage spe- 
cial temporary authorizations (STAs) by making 
them independent of other experimental licenses 
and by expediting processing of STAs where cir- 
cumstances warrant; 6) limit the size and scope of 
each market study on a case-by-case basis, and to 
immediately terminate any such study that the 
Commission determines to be in excess of this size 
and scope; 7) limit STAs to single short-term, non- 
renewable authorizations; 8) eliminate the require- 
ment that experimental licensees contact the 
Commission's Compliance and Information Bu- 
reau before commencing operation; 9) eliminate 
rules that specify that a construction permit be 
obtained in conjunction with an experimental li- 
cense and that expiration dates of experimental li- 
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censes be distributed over the 12 calendar months; 
10) issue new rules designed to ensure that experi- 
ments avoid public safety frequencies; and, 11) 
consolidate and reorganize the rules, including 
transferring those rules governing wildlife and 
ocean buoy tracking operations from Part 5 to Part 
90, and soliciting comment on transferring rules 
governing broadcasting experiments that are not 
directed toward improvement of the technical 
phases of operation and service of licensed broad- 
cast stations from Part 74 to Part 5. 


Wireless Communications Service (GN 
Docket No. 96-228) 


On November 12, 1996, in response to Section 
3001 of the recently enacted Omnibus Consolidated 
Appropriations Act of 1997, the Commission re- 
leased a Notice of Proposed Rule Making propos- 
ing to reallocate the 2305-2320 MHz and 2345- 
2360 MHz bands, which were then allocated for 
the Digital Audio Radio Service (DARS), to the 
fixed, mobile, and radiolocation services on a pri- 
mary basis and to retain the primary broadcasting- 
satellite allocation at 2310-2320 MHz and 2345- 
2360 MHz. The Commission also proposed to 
establish a Wireless Communication Service un- 
der a new Part 27 of the Rules, to contain the ser- 
vice and licensing rules for services to be licensed 
in the reallocated spectrum. 


On February 19, 1997, the Commission released a 
Report and Order reallocating the 2310-2320 MHz 
and 2345-2360 MHz bands on a primary basis for 
fixed, mobile, radiolocation, and broadcasting-sat- 
ellite (sound) services. The 2305-2310 MHz band 
was reallocated on a primary basis for fixed, mo- 
bile except aeronautical mobile, and radiolocation 
services. WCS licensees were afforded the flex- 
ibility to determine the specific services they will 


provide within their assigned spectrum and geo- 
graphic areas. In order to protect from interfer- 
ence the DARS service in the intervening 2320- 
2345 MHz band, however, the Commission im- 
posed stringent out-of-band emission limits. These 
limits, the Commission warned, impose substan- 
tial risks that most mobile and mobile radioloca- 
tion uses would be severely limited or precluded 
and that fixed uses would require equipment that 
will meet higher technical standards and thus will 
be more costly than equipment used for similar 
purposes on comparable bands. On the other hand, 
the Commission decided not to impose any tech- 
nical restrictions aimed at protecting MDS/ITFS 
Services. 


In addition, the Commission decided to divide the 

WCS spectrum into four channel blocks for licens- 
ing purpose: Block A (2305-2310 and 2350-2355 
MHz); Block B (2310-2315 and 2355-2360 MHz); 
Block C (2315-2320 MHz); and Block D (2345- 
2350 MHz). For Blocks A and B, the Commis- 
sion divided the United States into 46 Major Eco- 
nomic Areas, each of which will comprise a WCS 
service area. For Blocks C and D, the Commis- 
sion divided the United States into 6 Regional Eco- 
nomic Area Groupings, each of which will com- 
prise a WCS service area. Finally, the Commis- 
sion adopted Part 27 to contain the service and li- 
censing rules; the licensees are to be determined 
through a competitive bidding process. 


On April 2, 1997, the Commission released a 
Memorandum Opinion and Order that responded 
to two petitions for reconsideration of the R&O. 
The Commission specified certain limits on WCS 
operating power and required that, for a limited 
time, WCS licensees assume responsibility under 
certain circumstances for interference they may 
cause to MDS/ITFS operations. In addition, 
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though reaffirming the original, stringent out-of- 
band emission limits as generally appropriate 
across the broad range of flexible WCS systems 
and uses, the Commission adopted an alternative, 
less stringent out-of-band emission limit for por- 
table WCS transmitters in the 2305-2315 MHz 
band that meet specific power, duty cycle and other 
technical restrictions. As a result, WCS licensees 
will be able to offer a low power wireless local 
loop service, known as a Personal Access Com- 
munications System (PACS), in Blocks A and B. 


Pioneer's Preference Review 
(ET Docket No. 93-266) 


The Commission's pioneer's preference program 
was established in 199] to provide a means of ex- 
tending preferential treatment in the FCC's licens- 
ing processes to parties that demonstrated their 
responsibility for developing new spectrum-using 
communications services and technologies. Pur- 
suant to GATT legislation, the pioneer's prefer- 
ence program had been scheduled to terminate on 
September 30, 1998. However, on August 5, 1997, 
the President signed into law the Balanced Budget 
Act of 1997. The Budget Act amended the Com- 
munications Act to advance the termination date 
of the pioneer's preference program to the date of 
enactment of the Budget Act, August 5, 1997. In 
response, on September 11, 1997, the Commis- 
sion released an Order terminating its pioneer's 
preference program and dismissing all 13 pioneer's 
preference requests that remained pending before 
it. In the approximately six years of the program's 
existence, about 140 parties applied for pioneer's 
preferences in various services, and five applica- 
tions for preferences were granted. 
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Millimeter Wave Allocation 
(ET Docket No. 94-124) 

The Report & Order and Second NPRM in this 
proceeding was released in December 1995. The 
Commission authorized the bands 46.7-46.9 GHz 
and 76-77 GHz for unlicensed vehicle radar sys- 
tems, such as collision warning and avoidance and 
lane guidance. The 59-64 GHz band was allocated 
for general unlicensed applications and devices 
such as computer-to-computer wireless connec- 
tions. The item also proposed to restrict tempo- 
rarily amateur radio operation in the 76-77 GHz 
band and to upgrade the status of amateur opera- 
tions in the 77.5 - 78 GHz band to co-primary with 
the radio location service. The Commission pro- 
posed that industry develop a spectrum etiquette 
that would eliminate interference in the 59-64 GHz 
band. Industry representatives, operating as the 
Millimeter Wave Communications Working Group 
(MWCWSG), responded by proposing its spectrum 
etiquette for OET’s review. 


The Memorandum Opinion and Order in this pro- 
ceeding was released on August 14, 1997. The 
MO&O permits interim operation within the 59- 
64 GHz band using the etiquette proposed by the 
MWCWG. It also grants on reconsideration the 
request of Cutler Hammer, Inc. to permit the op- 
eration of fixed field disturbance sensors within 
this band. However, it denies the reconsideration 
sought by Vorad for a relaxation of the limit on 
spurious emissions from vehicle radar systems 
operating in the 46.7-46.9 GHz band. 


As indicated above, operation at 30 GHz was con- 
sidered a final frontier in 1948, yet developments 
in technology have continued to push the limit of 
useable spectrum well beyond that range even for 
commercial applications. Unlicensed vehicle ra- 
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dar systems, for example, have been an important 
initiative in the development of Intelligent Trans- 
portation Systems which will offer significant ben- 
efits to the American public by improving high- 
way safety. Future uses of millimeter wave tech- 
nology could include educational or medical ap- 
plications, such as improved access to libraries or 
other information data bases. 

"Technical Requirements to Enable: 
'Blocking of Video Programming 
'(V-Chip) (ET Docket No. 97-206) 

In this Notice of Proposed Rulemakng (NPRM), 
released September 26, 1997, the Commission 
proposed to amend Part 15 of its Rules to require 
that most television receivers be equipped with 
features enabling viewers to block the display of 
video programming with a common rating. Fur- 
thermore, the Commission proposed to amend 
Parts 73, 74, and 76 to ensure that ratings infor- 
mation associated with a particular video program 
is not deleted from transmission by broadcast tele- 
vision stations, low power television stations, tele- 
vision transfer and booster stations, and cable tele- 
vision systems. The Commission proposed as well 
that similar requirements be placed on other ser- 
vices that can be used to distribute video program- 
ming to the home, such as Multipoint Distribu- 
tions Services and Direct Broadcast Satellite Ser- 
vice. This action was taken in response to the 
Parental Choice in Television Programming re- 
quirements contained in Sections 551 (c), (d), and 
(e) of the Telecommunications Act of 1996. The 
proposals in this NPRM were intended in particu- 
lar to give parents the ability to block video pro- 
gramming which they judge to be unacceptable 
for their children. 


' tions Equipment 
(ET Docket No. 97-94) 
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The Notice of Proposed Rule Making in this pro- 
ceeding, which was released on March 27, 1997, 
proposed to simplify the existing equipment au- 
thorization processes, to deregulate the equipment 
authorization requirements for many equipment 
types, and to provide for electronic filing of appli- 
cations for equipment authorization. These actions 
will reduce the complexity and burden of the 
Commission's equipment authorization require- 
ments on both industry and the Commission itself 
and will improve the efficiency of the equipment 
authorization process so that products can be in- 
troduced to the market more rapidly. Specifically, 
the Commission's action here would reduce the 
number of applications required to be filed with 
the Commission annually from about 3500 to ap- 
proximately 1800, significantly reducing the pa- 
perwork requirements on manufacturers. The pro- 
vision of electronic filing should reduce by more 
than half the current applications processing time 
of approximately 40 days. 


Revision of Part 2 of the Commission's ; 
Rules Relating to the Marketing and ' 
Authorization of Radio Frequency 
Devices (ET Docket No. 94-45) i 
The Report and Order in this proceeding, which 
was released on February 12, 1997, relaxes and 
harmonizes the marketing rules applicable to ra- 
dio frequency (RF) devices. These changes will 
provide manufacturers with greater flexibility in 
marketing their products by applying to all RF 
devices the same, less restrictive marketing regu- 
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lations that previously only applied to industrial, 
scientific and medical (ISM) devices and to cer- 
tain types of digital devices. 


In particular, the new rules allow all RF devices in 
the development, design or preproduction stages 
to be advertised, displayed, and offered for sale to 
distributors and retailers prior to a demonstration 
of compliance with the applicable technical stan- 
dards and compliance with the applicable equip- 
ment authorization procedure. The new rules also 
eliminate the need for manufacturers to obtain from 
the Commission a developmental license or a spe- 
cial temporary authority to operate certain catego- 
ries of products for particular purposes, including: 
compliance testing, demonstration at trade shows, 
and evaluation of performance and customer ac- 
ceptability at the manufacturer’s facilities or at a 
business, commercial, industrial, scientific or medi- 
cal user’s site during the product development 
stages. 


The Commission anticipates that these changes 
will stimulate industry growth by decreasing the 
time required for a product to reach the market- 
place and by permitting products to be developed 
on a cooperative basis by manufacturers and re- 
tailers. 

Spread Spectrum Transmitters 
(ET Docket No. 96-8) 


The Report and Order released on April 10, 1997, 
eliminates the limit on directional gain antennas 
for spread spectrum systems operating in the 2450 
MHz and 5800 MHz bands, thus permitting greater 
transmission range for these systems. It also re- 
duces, from 50 to 25, the minimum number of 
channels required for frequency hopping spread 
spectrum systems operating in the 915 MHz band, 
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thus permitting these systems to avoid operating 
on the same frequencies as wideband, 
multilateration Location Monitoring Service sys- 
tems and decreasing the potential for mutual in- 
terference problems. 


The Commission also adopted a number of amend- 
ments to clarify the existing regulations, to codify 
existing policies into the rules, and to update the 
current definitions. These changes to the rules will 
facilitate the growth of the spread spectrum indus- 
try by enabling and encouraging practical appli- 
cations for these products. The new rules will ex- 
pand the ability of equipment manufacturers to 
develop spread spectrum systems for unlicensed 
use. These systems will provide users with the 
flexibility to establish radio links without the de- 
lays and costs associated with formal frequency 
coordination and licensing. Such uses may include 
intelligent transportation system communications 
links; high speed Internet connections for schools, 
hospitals, and government offices; energy utility 
applications; PCS and cellular backbone connec- 
tions; and T-1 common carrier links in rural areas. 


Scanning Receivers 


The Commission has put its technical expertise at 
the service of many outside entities, including 
Congress. The Commission responded to Congres- 
sional concerns about scanners being used to in- 
tercept cellular telephone calls by reviewing its 
equipment authorization and enforcement proce- 
dures. On July 10, 1997, OET issued a Public 
Notice announcing that modification of scanners 
on a substantial scale to receive cellular frequen- 
cies will be considered to constitute the manufac- 
ture of this equipment in violation of Section 
302(d) of the Communications Act of 1934 (as 
amended). 
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Uniden Corp. filed a petition for rule making on 
February 3, 1997, requesting that the Commission 
modify its rules to provide a standard image re- 
jection ratio to prevent interception of calls. The 
Petition was placed on Public Notice on February 
7, 1997, and Uniden filed reply comments request- 
ing the Commission also modify its rules to pro- 
vide for hardening of scanning receivers to make 
it more difficult to modify their components. 
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Office of Plans and Policy 


cipal economic, technical, and policy advisor to the 


Ove view r | "he Office of Plans and Policy (OPP) serves as the prin- 


a 
oe 
— 
—— 
= 


— 


b d 


Commission, analyzing agenda items and developing 
long term policy on issues that cut across traditional industry 
and institutional boundaries. The Office also produces working 
papers on major policy issues 


During FY97 OPP continued to encourage economic growth 
with an increased focus on new telecommunications technolo- 
gies and the availability of advanced telecommunications fa- 
cilities. OPP seeks to facilitate innovation in new telecommu- 
nications products and services, provide a sound economic ba- 
sis allowing greater competition among providers, and promote 
market-oriented approaches to spectrum management. 
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Major Proceedings 


NN 


Precluded Competitor Framework. 


Took the lead in developing the Precluded Com- 
petitor framework for analysing mergers in transi- 
tional markets. This analysis lead to the identifi- 
cation of potential anticompetitive effects in vari- 
ous proposed mergers and to the FCC's 
procompetitive conditions on the mergers. This 
analysis continues to be the basis of the analysis 
of ongoing investigations. 


Reformed Access Charge Structure. : 
Worked with the Common Carrier Bureau to de- 
velop the reformed access charge structure in which 
access charges that were collected on a non-cost- 
causitive basis were made more efficient. Among 
other long term benefits the access reform changes 
resulted in an immediate reduction in the basic long 
distance rates charged by the major interexchange 
carriers. 


Advanced Television. 


1 
I 
[rrr 


Participated in drafting DTV service rules, in par- 
ticular providing analysis of likely diffusion pat- 
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terns for DTV receivers based on examination of 
the experience with color TV and other consumer 
electronics products. 


Worked with the Common Carrier Bureau in imple- 
menting section 254 of the Telecommunications 
Act of 1996. OPP played the lead role in develop- 
ing, with the assistance of the Commission's Ad- 
visory Committee on Telecommunications and 
Health Care, policy recommendations for the Joint 
Board and the Commission on rural health care 
telehealth needs and was heavily involved with the 
Commission's Education Task Force. Following 
the Commission's May 8, 1997, decisions, OPP 
worked extensively with the Departments of Agri- 
culture, Commerce, and Health and Human Ser- 
vice to inform the rural health care community 
about the Universal Service Program and its po- 
tential impact on improving access to health care 
in rural areas. 


Spectrum Management 


Provided leadership and analysis in support of eco- 
nomically efficient spectrum allocation and licens- 
ing policies for a wide range of rulemakings over 
the year dealing with different portions of the ra- 
dio spectrum. In particular, OPP was a major par- 
ticipant in the development of a comprehensive 
allocation plan for the 36 GHz to 51.4 GHz band 
to accommodate emerging satellite and terrestrial 
uses. It similarly collaborated with the Wireless 
Telecommunications Bureau and Office of Engi- 
neering and Technology in the development of ef- 
ficient service rules and licensing policies for the 
new Wireless Communications Service in the 
2305-2320 and 2345-2360 MHz bands consistent 


with Congressional directives. It also continued 
its support of research in efficient spectrum man- 
agement policies. The Director of OPP co-chairs 
the FCC’s Internal Spectrum Coordinating Com- 
mittee that coordinates spectrum management ac- 
tivities across the Bureaus and Offices. 


Spectrum Auctions. 


As part of the Commission’s commitment to con- 
tinually improve the design and implementation 
of its spectrum auctions, OPP continued to advise 
the WTB on auction design, rules, procedures and 
the conduct of four auctions during FY97 (cellu- 
lar unserved, Wireless Communications Service, 
satellite Digital Audio Radio, and 800 MHz Spe- 
cialized Mobile Radio). 


OPP played a leading role in developing the origi- 
nal auction rules and worked closely with the WTB 
in FY97 on generic auction rules to streamline the 
rule making process for future auctions. OPP staff 
worked with the WTB on the Congressionally 
mandated FCC report to Congress on Spectrum 
Auctions, including supervising a report by an out- 
side consultant evaluating the FCC auctions. 


OPP staff also managed a contract with academic 
auction experts on enhancements of the current 
FCC simultaneous multiple round auction design 
and an analysis of a new auction method -- combi- 
natorial bidding. Among the enhancements that 
were introduced in FY97 as part of this project 
was "click box” bidding that eliminates the possi- 
bility of bid signalling though trailing digits in bid 
submissions. Finally, OPP took a leading role in 
analyzing alternative policy options for restructur- 
ing the terms of installment payments. 
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During FY97, OPP continued to lead the 
Commission’s Internet policy efforts. OPP staff 
worked with the Common Carrier Bureau on sev- 
eral major items that considered the legal status of 
Internet services under the Communications Act. 
In particular, OPP helped develop portions of the 


interstate information services that use the public 
switched telephone network, leading to the 
Commission’s decision to reaffirm that such pro- 
viders would not be subject to interstate access 
charges. 


In January 1997, OPP organized a public forum 
on access to bandwidth that brought together lead- 
ing industry and public interest representatives to 
discuss policies for building the networks of the 
future. OPP also published a working paper sur- 
veying issues raised by the intersection of the 
Internet and telecommunications policy. To im- 
prove communication within the Commission on 
cross-cutting Internet issues, OPP formed the 
Internet Coordinating Committee, staffed by 
representatives of all the major Bureaus and Of- 
fices. 


OPP staff are engaged in several ongoing projects 
to analyze emerging Internet access technologies 
and to identify any policy barriers that may exist 
to the deployment of new telecommunications 
technologies and services. 


Global Telecommunications Reform. 

OPP has also continued to provide support on ini- 
tiatives which advance the Commission’s commit- 
ment to foster competition in international tele- 


communications. 
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OPP worked with an interagency task force on elec- 
tronic commerce to ensure that the importance of 
open markets for telecommunications services for 
eleectronic commerce was recognized. OPP staff 
have also given numerous briefings and presenta- 
tions to international visitors and groups promot- 
ing the success of market-based telecommunica- 
tions policy in the United States and advocating 
the benefits of national and global competition in 
telecommunications. 


Reliability and Security of the National 
Information Infrastructure 


The U.S. economy is becoming increasingly de- 
pendent upon our telecommunications infrastruc- 
ture. OPP has worked with industry and various 
federal agencies to improve the reliability and se- 
curity of that infrastructure. OPP is working with 
the FCC’s Network Reliability and Interoperability 
Council, the National Security Telecommunica- 
tions Advisory Committee, the President’s Com- 
mission on Critical Infrastructure Protection, other 
federal agencies, and other organizations to iden- 
tify how the nation’s networks can be made less 
vulnerable to malicious hackers, natural disasters, 
system malfunctions, and other disruptions. 


OPP spearheaded the Commission’s electronic 
comment filing effort, working closely with the 
Office of Public Affairs and Office of the General 
Counsel. This should further the FCC’s goal of 
making its policy making process more transpar- 
ent and more accessible to the broadest possible 
community. 
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Office of General Counsel 


Ove rview he Office of General Counsel serves as the chief legal 
advisor to the Commission and to its various Bureaus 


and Offices. The Office of General Counsel also repre- 
sents the Commission in litigation in federal courts, recom- 
mends decisions in adjudicatory hearing matters before the 
ems Commission, assists the Commission in its decision-making 
capacity, and performs a variety of legal functions regarding 

wy internal and other administrative matters. 


The Office of General Counsel has three Divisions: 


The!Administrative Law Division:provides the Commission- 
ers and the agency's Bureaus and Offices with legal advice on a 
broad range of communications and general administrative law 
issues. Its attorneys and paralegals also provide the public with 
legal information on such matters. The Division reviews all 
draft Commission decisions for legal sufficiency. Division staff 
members provide legal advice to the Commission concerning a 
wide array of statutes, regulations, and procedures, including, 
for example, the Communications Act of 1934, as amended by 
the Telecommunications Act of 1996, the Administrative Pro- 
cedure Act, the Freedom of Information Act, the Privacy Act, 
the Regulatory Flexibility Act, the Paperwork Reduction Act 
of 1995, the Government in the Sunshine Act, the Contract with 
America Advancement Act of 1996, negotiated rulemaking, 
alternative dispute resolution, the Commission's procedural 
rules, procurement issues, and the agency's ex parte and ethics 
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rules. The Division staff is available to answer 
inquiries from the public concerning these mat- 
ters. The Division also drafts all Commission de- 
cisions involving matters on review from Admin- 
istrative Law Judges, Freedom of Information Act 
applications for review, and regulatory and filing 
fee applications for review. 


tained focus on, and a rigorous and consistent 
analysis of, competitive and economic issues 
throughout the Commission. Its attorneys and 
economists team with Bureau staff in the produc- 
tion of draft Commission decisions and those re- 
ports that assess the competitive status of various 
telecommunications markets. The Division reviews 
draft Commission decisions for both legal suffi- 
ciency and consistent competitive analysis, particu- 
larly in light of the Telecommunications Act of 
1996. The Division also assists senior officials in 
the articulation of policy issues and is responsible 
for implementing changes in the Public Utility 
Holding Company Act of 1935 relating to inter- 
ests in an exempt telecommunications company 
(ETC). 


sion in Federal courts of appeals when parties chal- 
lenge Commission actions, and, in conjunction with 
the United States Department of Justice and United 
States Attorneys offices, represents the Commis- 
sion in litigation in Federal district courts. In addi- 
tion, Litigation Division attorneys work with the 
Solicitor General of the United States in represent- 
ing the Commission in actions in the United States 
Supreme Court. 
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MajorProceedings 
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OGC reviewed more than 450 draft decision docu- 
ments presented to the Commission by Bureaus 
and Offices. OGC also granted 20 requests for 
public utility holding companies to participate as 
Exempt Telecommunications Companies pursuant 
to the Commission's action implementing Section 
34(a)(1) of the Public Utility Holding Company 
Act of 1935, as added by Section 103 of the Tele- 
communications Act of 1996. 


OGC prepared and submitted for Commission con- 
sideration 32 hearing, rulemaking, FOIA and other 
draft decision documents. OGC participated on 
behalf of the Commission in more than 400 fed- 
eral appeals and Supreme Court proceedings, and 
60 federal district court cases. OGC drafted 52 
appellate briefs and participated in 31 oral argu- 
ments, while also assisting the Department of Jus- 
tice in numerous cases pending before federal dis- 
trict courts and the Supreme Court. 


Among the significant Commission documents 
drafted by the Office of General Counsel during 
FY97 were the following: 


The Commission adopted a Report and Order that 
amended the rules governing ex parte presenta- 
tions in proceedings before the Commission to 
make those rules simpler and clearer, to make com- 
pliance with the rules easier, and to enhance their 
effectiveness in promoting fairness in Commission 
proceedings. The ex parte rules, which ensure the 
fairness and integrity of the Commission’s deci- 
sion-making process, now provide that certain 
specified matters are exempt (where ex parte pre- 
sentations may be made freely) or permit-but-dis- 
close (where ex parte presentations are permissible 
subject to certain disclosure requirements) and that 
all other matters are restricted (where ex parte pre- 
sentations are generally prohibited). 


The Commission adopted a Report concerning its 
implementation of Section 257 of the Communi- 
cations Act, which requires the Commission to 
identify and eliminate market entry barriers for 
entrepreneurs and other small businesses in the pro- 
vision and ownership of telecommunications ser- 
vices and information services. The Report sum- 
marized the Commission’s strong commitment to 
continue to achieve the goal of Section 257 to pro- 
mote policies favoring diversity of voices, vigor- 
ous economic competition, technological advance- 
ment, and promotion of the public interest, conve- 
nience and necessity. The Report listed the ac- 
tions that the Commission has taken to identify 
and eliminate market entry barriers for small busi- 
ness, to remove or reduce impediments, and to in- 
crease opportunities for small business participa- 
tion in the telecommunications market. 
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AT&T Corp. v. FCC, No. 96-1147, 113 
F.3d 225 (D.C. Cir. 1997) 


The Court affirmed the FCC’s clarification of rules, 
the effect of which was to prohibit long-distance 
carriers (such as AT&T) from using “billing name 
and address” information obtained from local ex- 
change carriers for marketing long-distance ser- 
vice. The Commission’s rule and its clarification 
balanced subscriber privacy interests against the 
interests of long-distance carriers in having infor- 
mation to aid in their call tracking and billing ac- 
tivities. 


Competitive Telecommunications Assn 
v. FCC, No. 96-3604, 117 F.3d 1068 (8th 


Cir. 1997) 


The Court affirmed the FCC’s decision to allow 
incumbent local exchange carriers, for an interim 
period, to assess some kinds of access charges on 
new competitive local exchange carriers who 
bought unbundled elements of the existing local 
network from the incumbents and used them in 
providing competitive access services. The Court 
held that assessing access charges in addition to 
the charges for the unbundled elements was a per- 
missible transitional measure to avoid possible 
harm to universal service before the Commission 
could adopt new universal service rules. 


DIRECTV, Inc. v. FCC, No. 96-1001, 
110 F.3d 816 (D.C. Cir. 1997) 


The D.C. Circuit denied petitions for review of 
FCC rules and regulations to auction DBS chan- 
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nels reclaimed from Advanced Communications 
Corporation instead of distributing those channels 
on a pro rata basis among existing DBS permit- 
tees, as the Commission previously had provided. 
The Court held that the Commission’s decision to 
auction the channels was not retroactive, arbitrary 
and capricious or without statutory authority. The 
Court also held that the FCC’s one-time require- 
ment compelling the winning bidder to divest it- 
self of its existing DBS channels was reasonable. 


Illinois Public Telecomm. Assn v. FCC, 
No. 96-1394, 117 F.3d 555, clarified, 123 
F.3d 693 (D.C. Cir. 1997) 


The Court affirmed Commission rules requiring 
the rates for pay telephone calls (including purely 
local calls) to be determined by market forces rather 
than by federal or state regulation. The Court also 
affirmed rules requiring long-distance carriers to 
pay compensation to payphone providers for calls 
initiated on their phones, including calls to 800 
numbers. The Court vacated other rules (1) set- 
ting the payments for long-distance calls at the level 
determined by the market for local coin calls, and 
(2) requiring certain accounting treatment of 
payphone assets transferred by telephone compa- 
nies to affiliated companies. 


Iowa Utilities Board v. FCC, No. 96- 
3321, 120 F.3d 753 (8th Cir. 1997), 
petitions for certiorari pending 


The Court struck down Commission rules setting 
pricing standards for interconnection between ex- 
isting local exchange carriers and would-be com- 
petitors. The Court held that the 1996 Telecom- 
munications Act had given authority over intercon- 
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nection pricing exclusively to the states. The Court 
also affirmed some substantive rules governing 
non-pricing interconnection matters and struck 
down others. The Commission has asked the Su- 
preme Court to review the Eighth Circuit decision. 


Southwestern Bell Tel. Co. v. FCC, No. 
95-1193, 116 F.3d 593 (D.C. Cir. 1997) 


The Court affirmed the Commission’s determina- 
tion that several local exchange carriers (includ- 
ing Southwestern Bell) had violated FCC rules by 
assessing improper access charges on resellers of 
800 service. The FCC’s rules permitted the higher 
terminating charge on only one end of a call; but 
the LECs had assessed two terminating charges 
on certain reseller calls rather than one originating 
charge and one terminating charge. The LECs were 
required to make refunds. 


Time Warner Entertainment Co., L.P. 
v. FCC, No. 93-5349, 93 F.3d 957 
(1996), reh. denied, 105 F.3d 723 (D.C. 
Cir. 1997) 


The D.C. Circuit rejected a series of constitutional 
challenges to various provisions of the 1992 and 
1984 Cable Acts, affirming in part and reversing 
in part a district court decision. The provisions 
included requirements for leased access and pub- 
lic, educational and governmental channels; rate 
regulation, obscenity liability, premium channel 
preview notice, vertically integrated programming, 
municipal immunity and provisions requiring di- 
rect broadcast satellite providers to set-aside a por- 
tion of their channels for educational and infor- 
mational programming. 


Turner Broadcasting System, Inc. v. 
FCC, No. 95-992, 117 S.Ct. 1174 (1997), 
affirming, 910 F.Supp. 734 (D.D.C. 
1995) 


The Supreme Court affirmed a decision of a spe- 
cial three-judge district court panel that had re- 
jected First Amendment challenges to the provi- 
sions of the 1992 Cable Act requiring cable televi- 
sion systems to carry certain local broadcast sta- 
tions. The Supreme Court concluded that the 
“must-carry” requirements further, in a direct and 
effective way, important governmental interests of 
preserving the benefits of free, over-the-air local 
television broadcasting, promoting widespread 
dissemination of information from a multiplicity 
of sources, and promoting fair competition in the 
television programming market. The Court also 
found that the “must-carry” provisions do not bur- 
den substantially more speech than necessary to 
further the governmental interests they are intended 
to promote. 
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Office of Legislative 


and Intergovemmenial Affairs 


O 1 Te Office of Legislative and Intergovernmental Affairs 
Ve rview (OLIA) informs the Congress of the Commission’s 
decisions, prepares Commission witnesses for congres- 
A sional hearings, coordinates responses to congressional inquir- 
—À ies, drafts Commission legislative proposals, analyzes and com- 
jaa ments on other proposed legislation, assists in the coordination 
Sa” of the Commission’s annual budget and appropriations legisla- 
tion, and acts as liaison between the Commission and other 

b d Federal, state and local government agencies. 


Enacted Laws 


During FY97 the Congress enacted six laws directly affecting, 
or of interest to, the Commission. These six laws included leg- 
islation: (1) providing for public access to information in an 
electronic format; (2) requiring a report to Congress on govern- 
ment payments to telecommunications carriers intercepting com- 
munications; (3) protecting volunteers assisting the govern- 
ment, such as the FCC's volunteer frequency coordinators, 
against legal liability; (4) rescinding $1 million of the FCC's 
FY96 appropriation; (5) amending and extending the 
Commission's spectrum auctions authority; and (6) approving 
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continuing appropriations for the Commission 
through October 23, 1997. A more detailed, chro- 
nological listing follows: 


1. PL 104-231(HR 3802): 


“Electronic Freedom of Information Act 
Amendments of 1996." Clarified that government 
records maintained in electronic format must be 
made available under the Freedom of Information 
Act. Required agencies redacting electronic records 
(i.e., deleting part of a record to prevent disclosure 
of material covered by an exemption under FOIA) 
to note the location and the extent of any deletions 
made on a record. Authorized both expedited and 
“multitrack” processing for certain FOIA requests. 
Extended from 10 to 20 workdays the statutory 
deadline for responding to initial FOIA requests. 
This bill was signed into law on October 2, 1996. 


2. PL 104-316 (HR 3864): 


*General Accounting Office Act of 1996." 
Amended the “Communications Assistance for Law 
Enforcement Act" (“CALEA”) to require the 
Comptroller General of the United States and “ev- 
ery two years thereafter," the Inspector General of 
the Department of Justice, to submit to the Con- 
gress, "after consultation with the Attorney Gen- 
eral and the telecommunications industry," a report 
on payments by the Attorney General to telecom- 
munications carriers for interception of communi- 
cations done pursuant to CALEA. This bill was 
signed into law on October 19, 1996. 


3. PL 105-18 (HR 1871): 


*Emergency Supplemental and Rescission Ap- 
propriations." Rescinded $1,000,000 from the 
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Commission's “unobligated balances available" to 
the agency under its FY97 appropriation account. 
This bill was signed into law on June 12, 1997. 


4. PL 105-19 (S 543): 


* Volunteer Protection Act of 1997." Preempted 
state law to provide that volunteers, such as the 
FCC's volunteer frequency coordinators, will not 
be liable for harm if: (1) they were acting in the 
scope of their volunteer activity; (2) they were prop- 
erly licensed (if necessary); (3) the harm was not 
caused by willful or criminal misconduct, gross 
negligence, reckless misconduct, or a conscious, 
flagrant indifference to the rights or safety of the 
claimant; and (4) the harm was not caused by the 
volunteer operating a vehicle. The law, however, 
does not exclude from potential liability any mis- 
conduct which constitutes a crime of violence, an 
act of international terrorism, a hate crime, a sexual 
offense, a violation of a civil rights law, or where 
the volunteer was under the influence of drugs or 
alcohol. This bill was signed into law on June 18, 
1997. 


5. PL 105-33 (HR 2015): 


“Balanced Budget Act of 1997.” Enacted over 
20 communications and spectrum allocation pro- 
visions as part of this omnibus budget reconcilia- 
tion law, including: (1) authorized FCC to retain 
auction revenues only if it provides Congress an 
itemized list of auctions-related expenses; (2) pro- 
hibited the FCC from renewing any analog TV 
broadcast license beyond December 31, 2006, un- 
less at least one network-affiliated station is not 
broadcasting a digital TV service signal to that 
market, digital-to-analog converter technology is 
not "generally available" in that market, or fewer 
than 8596 of TV households in that market sub- 
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scribe to a multichannel video service; (3) autho- 
rized an FY2001 appropriation of approximately 
$3 billion to the Universal Service Fund, but re- 
quired the money be returned to the Treasury in 
FY 2002 (provision later repealed in FCC's FY98 
appropriation to be reported in the FY98 Annual 
Report); (4) exempted from auctions "public safety 
radio services...used by State and local government 
officials and non-government entities" that are used 
to protect the safety of life, health, or property and 
are not made commercially available to the public; 
(5) required the FCC to reallocate 24 MHz of spec- 
trum between 746 and 806 MHz for public safety 
services, to commence the assignment of public 
safety licenses no later than September 30, 1998, 
and to assign a portion of this spectrum by com- 
petitive bidding after January 1, 2001; and (6) re- 
quired the FCC to set a "reasonable reserve price" 
or minimum bid for the auction of any license, un- 
less the Commission determines that such a reserve 
price or minimum bid is not in the public interest. 


Other provisions included: (7) authorized the FCC 
for the first time in its history to auction broadcast 
licenses, i.e., mutually exclusive broadcast license 
applications filed before July 1, 1997, and required 
the FCC to waive its settlement rules for 180 days 
after enactment to allow pre-July 1 applicants an 
opportunity to settle their competing claims; (8) 
required the FCC to "seek to assure," consistent 
with the Commission's plan for allotments for digital 
television service, that each existing, qualifying low 
power TV station is assigned a frequency below 
746 MHz to permit continued operation of such 
low power TV stations; (9) authorized a limited 
waiver of the FCC’s duopoly rule, i.e., the rule pro- 
hibiting one company from owning two TV sta- 
tions or both a newspaper and a TV station in one 
market, in cities with a population of 400,000 or 
more, so that broadcasters and newspaper owners 
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in those cities can bid on reclaimed analog spec- 
trum and use it to provide a digital channel in their 
markets; (10) extended the Commission's auction 
authority through September 30, 2007, and re- 
pealed the FCC's authority to select licensees 
through a system of “random selection" or lotter- 
ies; (11) required the FCC to reallocate for com- 
petitive bidding an additional 55 MHz of spectrum 
by September 30, 2002, 40 MHz in the 2110-2150 
MHz frequency band, and 15 MHz in the 1990- 
2110 MHz band; (12) authorized any Federal en- 
tity to accept reimbursement for the costs of relo- 
cating from government spectrum that is reallo- 
cated to mixed or non-government use; (13) ex- 
empted from auctions initial licenses for digital TV 
service given to existing terrestrial broadcast lic- 
ensees to replace their analog TV licenses; (14) 
required the FCC to complete six auctions by Sep- 
tember 30, 2002; (15) required that the FCC com- 
ply with the requirements of international agree- 
ments concerning spectrum allocations in making 
additional spectrum available by competitive bid- 
ding; and (16) accelerated the termination date of 
the Commission’s “pioneer preference” program 
from September 30, 1998, to the date of enact- 
ment of the budget reconciliation law. This bill was 
signed into law on August 5, 1997. 


6. PL 105-46 (HJRes 94): 


* Continuing Resolution.” Approved continuing 
appropriations for the Commission and other re- 
lated agencies in the Commerce, Justice, State ap- 
propriations bill through October 23, 1997. This 
bill was signed into law on September 30, 1997. 


Legislative Program 


In May 1997 the Commission submitted a legisla- 
tive package to the Congress consisting of 20 pro- 


posals, including one to reauthorize the Commis- 
sion for FY98 and FY99. A number of the other 
proposals such as a general forbearance authority, 
buyout authority, and the authorization of unli- 
censed radio stations, were deregulatory or pro- 
competitive in nature in that their enactment would 
eliminate certain FCC functions, privatize other 
responsibilities, reduce regulatory burdens on in- 
dustry, increase telecommunications competition, 
save agency resources, or otherwise streamline 
agency processes. This legislation was still pend- 
ing at the end of FY97. 


In September 1997 the Commission also submit- 
ted to the Congress two additional legislative pro- 
posals: first, the Commission proposed a bill to 
clarify existing bankruptcy law that wireless licens- 
ees who default on their auction installment pay- 
ments may not use bankruptcy litigation to refuse 
to relinquish their spectrum licenses for reauction; 
second, the FCC submitted a bill recommended to 
it by a federal advisory committee, the Network 
Reliability and Interoperability Council, to sanction 
parties who fail to notify owners of telecommuni- 
cations facilities of digging activitiy that results in 
major telecommunications service outages. Both 
of these bills were also pending at the end of FY97. 


Other Legislative Activities 


During FY97 the Office of Legislative and Inter- 
governmental Affairs also: 


LI Coordinated the preparation of testimony, 
briefing material, and follow-up responses for a 
number of oversight and legislative hearings on 
matters such as cellular privacy, spectrum manage- 
ment policy, universal service implementation, 
FY98 appropriations, World Trade Organization 
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agreements, the FCC's move to the Portals, inter- 
national satellite reform and regulation, TV vio- 
lence and a TV rating system, public safety spec- 
trum legislation,” slamming” of telephone custom- 
ers, the transition from analog to digital TV, the 
state of competition in the cable and telecommuni- 
cations industries, and confirmation of new FCC 
Commissioners. 


Ll Monitored and reported actions taken at Com- 
mittee mark-ups, in Conference Committees and 
on the House and Senate floors of interest to the 
Commission on matters such as TV ratings, taxa- 
tion of the Internet, *emergency supplemental re- 
scission appropriations," FY98 appropriations, 
Continuing Resolutions, and the Balanced Budget 
Act of 1997. 


O Coordinated and participated in informational 
briefings for Members of Congress and their staff 
on a wide variety of mass media and telecommuni- 
cations issues. 


Ll Prepared both formal and informal comments 
for both the Congress and the Office of Manage- 
ment and Budget on pending communications leg- 
islation. 


O Coordinated Congressional liaison activities. 
Processed 7690 written Congressional inquiries, 
and thousands of telephone inquiries on a variety 
of matters, including implementation of the Tele- 
communications Act of 1996, cable TV regulation, 
radio tower siting policy, the placement of satellite 
dishes, implementation of the Satellite Home 
Viewer Act, and various other FCC policy mat- 
ters. Checked the status of hundreds of applica- 
tions for frequencies, construction or modification 
of facilities, and special temporary operating au- 
thority. 
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